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FOREWORD

At the request of the Ministry of Plan Implementation and the World

Bank, the Agrarian Research and Traininé Institute agreed to undertake

.the evaluation of the Kurunegala Integrated Rural Development Project.

The Evaluation Plan made provisions for a baseline survey to analyse
the pre-project situation and several indepth and management oriented
stu&iés¥3 Some of these studies are meant to examine the implementatien
of important project components With a view to assess their performanée

from time to time. ' This study on Agricultural Credit is one of them.

Agricultural credit is one of the most important components of the
Kurunegala Rural Development Progect which takes up about 25 percent

of ‘the’ total pro;ect cost phased over a period of five years from 1979

to 1983 Thls study attempts to assess the perrormance of thls

compohent over the last two and a half years and to analyse the factors
contrlbutlng to the success or failure of the agricultural credit
scheme_implemegped:under the project. It is hoped that the study will
p;ovide the projegg management with sufficient insights into the
érobLems in the implemenpation of credit schemes, particularly at the
farm level. The policy implications spelled out in.this report. are
expected to be useful for introducing necessary corrective measures in
the agricultural credit schemee~not only under the Kurunegala Project

but also in other rural development projects in Sri Lanka.

Mr. P.J. Gunawardena, Research and- Tralnlng Offlcer, was responsible
for coordlnatlng thls study- as well as' in writing the report. My thanks

are due to him and the others who made this: publication possible.

T.B. Subasinghe
DIRECTOR
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1b)
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R}

[

C= 1,609 kilometres (Km)" '
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CHAPTER 1

INTRODUCTION

1.1.Scope of the Study

The principal thrust of the Kurunegala Rural Development Project (KRDP) is to
rehabilitate the production base and to improve supporting services essential
for'increased paddy and coconut production. Agricultural credit is one of the
important supporting services envisaged under the project. As far as agricul-
tural credit ie concerned, the project aims at strengthening the credit
facilities for crop production as well as for investment in farm equipment and

machinery (World Bank, 1979:20-21).

The total estimated cost of the project is Rs 465 million phased over a
period of five years from 1979 to 1983 while agricultural credit constitutes
Rs. 118,05 million or 25 percent of the total cost, Agricultural credit is
second only to irrigation and water management, according to the componentwise
breakdown of cost proportions. Thus, credit assumes an important place in the

Kurunegala Rural Development Project.

The high priority accorded to credit implicitly asserts that the primary
objective of the agricultural credit schemes is to relieve rural producers from
the prohlem of insufficient capital, which has been advanced as one of the
principal causes of underutilisation of production potential in paddy ano
coconut. Secondary to this, the project aims at laying the foundation for a

viable -agricultural credit system, encouraglng a high level of farmer partici-

pation, particularly the small farmers (WOrld Bank, 1979: 27).

The following components have been incorporated in the credit system in
order to realise the above objectives:
a) Recovery of overdue lcans through recovery drives so as to foster
strict credit discipline in the future. '
b) Provision of short-term loans for paddy and other field crops.
c) Medium—tern.loans for supporting the fertilizing programme on coconut
lands. A
d) Hedium—term loans for purchase of four-wheel and two-wheel tractors, an¢
hand sprayers; and
e) Medium-term loans for purchase of five-ton trucks by MPCs.
Only the first four schemes will be covered in this study since they deal

directly with the farmers.,
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Furthermore, the eligibility criteria for loans, terﬁs and conditions of
loans, lending procedures and details of refinancing, guarantees, interest
rates,.spreads etc.,, have been indicated in the'project appraisal report
(World Bank, 1979: 28-30), details of which will be dealt with in approprlate

places in this report.. The People's Bank and the Bank of Ceylon are respon31ble

for the administration of the agricultural creditﬁprogramme.

This study is an assessment of the agricultural credit schemes under the
KRDP, which have been in operation since 1979. The enquiry is conducted in _
accordance with the requirements of the World Bank (1979: 45) which states that
while the overall responsibility for project evaluation rests with the '
Agrarian Research and Training Institute (ARTI), small in-depth studies focussed
on specific aspects of the project would be contracted to local universities
and research institutions. However, in early 1980, a subsequent mission of the
World Bank requested that an investigation of agricultural credit component
should be undertaken at an early date by the ARTI itself. This was an outcome
of the mission s discussions with the project management, . The latter had
indicated the following problems which were identified in ‘the. early stages of
implementation of the project: .

a) Lack of popularity of 1nstitutional credit, particularly among small

farmérs. o
'b)  Low levels of credit disbursement and recoﬁery.
c) Laék of integration between credit programmes and crop insurance,
extension, and marketing. :
Accordingly, the Evaluation Plan prepared by the ARTI (1980: 16-17) included a
proposal for a management oriented in-depth piece of research on this aspect.

The author was assigned with the study in Hay, 1980,
1.2, Objectives |

This study primarily. seeks to examine the factors contributing to the success
or otherwiee of the agricultural credit schemes under the KRDP, The purpose of
80 doing is to provide the ﬁroject management with sufficient ineights into

the problems, particularly at the:farm level, in order to identify necessary
cortective measures. In recognition of the specific problems identified by the
project management itself, the major objectives of:phe study. are set out as

follows:

-

a) 7To assess the procedures adopted by the lending institutions in’ the.

disbursement and recovery of credit,




b)

e)

3 .

To identify the credit needs and sources pf,cfedie of various
categories of farmers. '
To ascertain the possibilities for establishing linkages between credit

and crop insutance, marketing, and extension,

4

l.3.Research Procedures

Information used in this evaluatién relates to the period from June, 1980 to..
June, 1981, Three different but complementary approaches were followed to
get at the data and information required for the study. These are described

below:
a)

b)

c)

Over two hundred farmers in sixteen Agrarian Service Committee areas in
+he District were interviewed uzing a structuredaquestionnaire, covering
the production and marketing of paddy,-co;onut; and subsidiary food
crops. The reference period was 1980/81 crop year which included yala

1980 and maha 1980/81 seasons. The interviews were conducted separately

forlyala and maha ;.the first in October 1980 and the second in March
1981. By conducting the survey separately, it was expected to obtain a -

- fairly accurate set of data which was not subject to serious memory

lapses.; For yala survey, 243 farmers were interviewed, while for muha
survey only 217 of the same farmers could be located (See Appendix

1,2 and 3 for details).

The offiéiéls of the banks, the co~operatives, the Agricultural

Insurance Board, the Paddy lMarketing Board, the Agrarian Services

Debartmen;, and the Department of Agriculture, and private traders and
money lenders were interviewed individuallf by the researcher at various
stages from June, 1980 to May, 1981 to collgcf supplementary information
at disﬁtict, divisional, and village levels (See Appendix 4 for de;ails).
Official documeﬁts and reports from ﬁhe regional offices of the Bank of |
Ceylon, the People's Bank and the project office were made use of as
primary sources of macro data pertaining to lending, recovery, and

outstanding loans,



CHAPTER 2

RECOVERY OF OVERDUE LOANS
An important aspect of the credit system under thé'KRDP;is its objective_of
recovering an estimated amount of Rs 13 millien ouéstanding from some 25,000
farmers in the district, through recovery drives, and reschedullng where
necessary. The outstanding loans include ‘those obtained before yala 1979
‘'season. However, performahce of the recovery drive, especially of the People 8

Bank, has fallen far short of expectationsm

Inventorizing the overdue amounts had been completed on schedule by the end
~of the second quarter of 1979 Although the recovery of old debts was to be
completed by the end of the third quarter of 1979, only 38 percent of such ’
debts had been recovered by the expected date. It was mainly due to the
efforts of the officialsJat the branches and District Offices that thislambunt
has been recovered, i.e. moeting the defaulters and urging them to repay the,
overdue loans, Some &efaulturs pdld ‘their loans back just after recelving
recovery néﬁices, while otnerq waited till the banks and co-operatives set the .
wheels of law in motion. Some of the wilful deaulters dccided Lo repay the
loans only dftcr receiving the proqecutton notlces. There were 1nqtauces t00

where the repayment has been nade only after a court dcciqion.

However, by June 1981, over 85 percenc ‘of overdue loans of the People's Bank
and about 15 percent of those of the Bank of Ceylon remained. unreco@erod As
far as the People s Bank is concerned, it can only prevail upon the co-

' operative societies to recover the old debts by not giving funds for new loans
until such time as a certain percentage of the old debts is recovered. This has
happened in the case of certain Lo~operative socleties in the Dibtrict. However,
the inability to trace some of the defaultvrs and delays in court decisions are

some of the snags involved.

As far as the Eaﬁklof Ceylon is concerned, it has to depend on the efforts
of its officials Oor resort te legal action., According to offlrials at. the
District level, the delay in the recovery of old debts stens from the dalays
in filing action against the wilful defaulters.

Efforts of the lending institutions alone will not help in the speedy
" recovery of loans. It depends on the willingness and ability to repay, on the

part of the defaulters. The findings of our field surve§ in this regard are
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illominating. Out of 243 farmers intetvie&ed in October 1980, 24 had overdue
loans. Seventeen of them belong to the land size class of 2-5 acres. Another
3 belong to the land size class of over 5 acres, Thus, they seem to have the
necessary capacity to repay the loans. Moreover, 22 defaulters who have
received recovery notices (reminders) expressed ‘the willingness to repay the
overdue loans. However; they’ have” received only oné notice and have not taken
any éffective step ‘so far -to repay ‘the loans. " Nor have they been subjeet to

legal action,

A question arises here as to why these bottowers defauited the loans when
they had the capacity to repay the loans in time.  In fact, some of these .
borrovers have defaulted the payment claiming to believe that these loans as
outright grants from the Government. This was because earlier loans wete"
granted on much more liberal terms, It is a fact that the politiciéns at
every election’ have also promised to write off old debts to’ gaiﬂ‘the support of‘
the farmers. Others who delayed.the payments have done so because of the above.
reasons pius the inability to repay. institutional loans after fulfilling their
obligations to private money lenders,-landlords, and traders. - The result has
been cumulative debts to the co-operatives and banks, with cumulative interest.
In most cases, the cumulative interest now exceeds the initial amount of - loans
made,  However, allqthefdefaultersuexpressed willingness to repay only the

amount of borrowed capital plus.the initially stipulated interest but in small

instalments., ., - R N

There is another dimensioﬂ}to'the problem of recovery of overdue loans,
especially those of the Bank. of Ceylon. Aftet closure of the hitherto- ‘operated
bank branches at the Agrarian Service Centres, the farmers who had taken ‘loans |
from these branches think that the repayment is no longer necessary. Although
these ‘loans have to be recovered by a parent branch of:the area concerned, the
defaulters claim that they have no obligation to "another bank." iThis attitude

of the defaulters must also be changed, if the recover?~drive is ‘to"be a success.

Although it-is important to.continue the present recovery drive, 71t should be
done in such a way as to assure a greater voluntary participation iof the Cn
defaulters,  More flexible procedures in this regard will be needed since the
success or otherwise of future lending will depend on the attitudeés of the
borrowers towards the lending agencies. The present procedures with certain
modifications are suitable for recovery of overdue anns but the .recovery ot
present and future loans has to be thought in terms of a more viable mechanism

in which the past mistakes are not repeated,



CHAPTER 3
LOANS FOR PADDY CULTIVATION

3.1.Genera1'

Institutional credit for paddy cultivation.has a long history in Sri Lanka.
Earlier credit ptbgfammes had their ups and downe, high'disbursemenCs at the
beginning, gradually decreasing recoveries, increasing default rates, and
finally, a low level of disbursement.”

The'new.scheme introduced under the Kurunegala Rural Development Project, as
vointed out earlier, tries to recover the outetanding amounts through legal
actiong where necessary, and at the same time, to naximize diebursements and
recoveries & present as well as in the future. .It also emphasizes the
necessity to endweo morve effective small-farmer participation in the credit
schemes.

Terms and conditions governing paddy ~yteivation loans under the new
scheme are as follows (World Bank, 1979: 28=30)w |
_a) Loans are not given to defaulters.
b) All borrowers are requifed to have agro-identity cards.
c¢) A farmer is required to have all his bnrrowings from only one bank.
d) Maximum area financed is limited to 10 acres.
e) An interest rate of 9% per annum (with a penal rate of 15% per annum

for late payments) is charged from the borrowers.

The Project Appraisal Report also states that loan application forms for
both the Bank of Ceylon and the People's Bank should be standardized and
simplified to cut down on excessive delays, and that the Central Bank of Ceylon |
would provide 100% refinance for cultivation loans. However, the lending banks
would not be given any guarantee against default and would lend at their own
risk (Horld Bank, 1979: 29)

In terms of the estimated finances and the number of beneficiaries. the
paddy cultivation loans form the major component in the credit programme for the
area, Hence, the stress is more on this aspect in this study. Since the
project identifies the primary role of credit as one of incteasing productivity

A detailed review of the earlier credic schemes for paddy in Sri Lanka can
- be found in Abeytatne (1979)." :
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and total production of paddy in the district, the real test of performance of
" credit would be to see whether it has been able to achieve this objective,
However, measuring the direct contribution of the loan scheme to the increase in
productivity is a tedious procesé; and also such an exercise is obviously

premature at this stage.

The performance of the credit scheme can also be assessed in terms of its
coétéeffectiveness and its operational efficiency. The cost-effectiveness of
the léah scheme, too, is difficult to measure at this jﬁncture due to pauéity
of data, Hence, the scope of the remainder of this chapter will be limited
to. an examination of the problems faced by both borrowers and lenders in the

whole process of credit for paddy cultivation,
3.2.Borrowers' Side

This section analyses the means and ways of finaﬁcing paddy cultivation by ihe
farmers, the role of credit in farm financing, actual borrowings from institutio-
nal and ﬁon—institﬁtional sources for paddy cuitivation, the type of problems
faced by the farmers in borrowing from institutions, and the difficulties in
utilizing borrowed .funds. The analysis draws primarily upon the data collected

through the sample survey of farmers.
3.2.1,Fam Financing and Credit Needs

Many farmers in the district have more than a single way of finding money for '
draught power, labour, seed, fertilizer, and agro-chemicals (Table 1). When
funds raised at their own farms and through other supplementary.sources of
income are insufficient to meet the required‘working capital during certain
times of the cultivation season, the farmers have to resort to borrowing,'

either from institutional or from private sources.

Table 1:Means of Financing Paddy Cultivation (Yala 1980 and Maha 1980/81)

£ L/ . +
No. of fammers reporting % of the total sample

Means of financing ~ Yala 1980 Maha 1980/81 Yala 1980 Maha 1980/81
l.Income'%fb&TE;op sales 193 149 79.4 T 68.7
2.Government service and - "

other self employment _ 76 47 31.3 21.7
3.Hired labour . 59 29 24,3 | 13.4
4.Private loans 53 . 89 21.8 41,0
S.Institutional loans 16 16 6.6 7.4
6.0ther# 11 10 4,5 4,6
NUTES + = Total sample is 243 for Yala 1980, and 217 for Maha 1980/81

* = Include money and inputs supplied by landlords, income from sale of

cattle, and money obtained from pawnine iewellerv.
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Lrop° that are avaxlable for sale with the sample farmers ;are paddy, coconut,

and sub51didry food crops.' The majority of farmers depend on selling of paddy

produced ln the previous season to finance the cultivatlon in the current

season, However, the marketable surplus of paddy

than that from maha crop in any given year except

in yala crop is usually less

in certain parts of the dry

zone where the water supply ‘conditions are more assured. Subsidiary food

crops (i.e. chillies, onions, gihgellY)’prdVidesfan important source of

finance to those farmers in the 'villages in semi-dry and dry areas with less

assured waterfsupply,‘ Sale of coconut is more vital in the case of’ villages

in semi-wet and wet zZones,

Loans obtained from non—-institutional sources assume equal importance in

almost all the sample villages. On the contrary,
appear to have contributed much in farm financing
well_as across the seasons., Even in the villages

hmVC ‘resorted to borrow from the banks, it is the

institutional ‘loans do not
among the sample farmers as
where some of the farmers

non-institutional sources

thaL doanate This situation, and the reasons for it will he elaborated in

section 3.2.2Aonwards.3

Wages earned from. hlrlng out their labour provide working capital’ especially

te smaller farmers (operaLlng less thrm an acre of- land} in the semi-wet and

aeml-drv zZones,

Placed in a particularly advantageous positﬁou

are the part time farmers

operating relatlvely 1arger paddy holdlnvs who have access to all the means

nentioned aboye,_exccpt wages from.hired labour.

This group of farmers mainly

cpmprise schooL teachers, village level,chernment Officiais;'and traders.

Table 1 suggests that borrowings form a major component in the findnces

required for paddy farming, near ly half of the same farmers having the actual

need for it, “The follow1ng paragraphs analyses thls need more in quantitative

terms.,

Uata on the general situation regarding credit.

needs of ‘the farmers was

gathered during the early phases of the field survey, i.e, just=pfior to the

beginning of the maha 1980/81 cultivation season.
presented in Table 2.

The relevant statistics are
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Table Z:Credit Needs of Farmers for Paddy Cultivation for a Seaqon (General

Situation) T
Farmers reporting . Average crediE needs gggg
No. % of the Mean Range of mean
- : ) sample in value value
Paddy Land Size - ) each size

Class (acres) class. —_—

0 - 0.5 o 27 111 | 400 200 - 600
0.5 - 1.0 11 26,8 1090 150 -2500
1.0 - 2,0 33 47.8 926 300 -1500 =
2,0 - 5,0 39 43.3 - 1782 200 -3965
5.0 & over 19 76.0 3336 150 -8400
All size classes 104% 42,8 1695 200 -3393

NOTE * = One farmer did not report the amount needed.

As Table 2 depicts, nearly 43 percent of the farmers in the district indicated
the need for borrowings to augment their own funds so that they could pursue
their cultivacion activities on time, Larger the size of the paddy holding more
is the need for credit, The mean values of necessary borrowings given in this
taHle must be treated only as rough approximations of the general situation
blnce there is an enormous variation among individual farmers. It must also
be recognised that these figures cover only the relevant range of costs of
production, i.e. those prevalent during yaZa 1980 and maha 1980/81 seasons.
Aspects'of.costs of production and adequacy of bank credit in meeting the
costs are discussed in section 3.2.5. The invariable need for credit is
reflected‘by the fact that over 75 percent of the farmers who were borrowers
stated thnt they usually financed 25 to 50 percent of the cost of paddy

cultivation from loans alone.

In order to obtain a general picture of the total credit needs of all the
paddy farmers in the district, the data derived from the sample survey can be
extrapolated to the district level (Table 3), based on the following assumptions.

a) The size distribution of paddy lands operated by the sample farmers

represents .the district level situation.

b) The credit needs and ‘the proportion of farmers in need of credit as'

- indicated by the farmers in each land size class in the sample hold
true for the farmers in each land size class in the entire district.  v.
¢) Credit requirements will remain more or less the same unless cost of
production ‘of paddy charges. ' ' -
d) 3he'est1mated number of paddy farmets in the district remains unehanged
as 170,000,
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Table 3:EStimated Total Credit Needs of the Farmers in the District-Accordigg
to Paddy Land Size Classes o .

Number : .
S of “Average Total
Land Percéntage farmers ctedit credit
size Number of farmers 1in need require~ require-
class Percentage of in need . 6f | ments ments in

(acres) of farmers farmers of tredit credit sy ~ Rs_'000

0-0.5 7.4 12580 11.1 1396 400 558.4
0.5-1.0 °  16.9 28730 26.8 7700 1090 8353,0
1.0-2,0 28.4 - 48280 47.8 23078 926 21370, 2
2.0-5.0 37,0 62900 43.3 27236 1782 48534.6
5.0 & over 10,3 17510 76.0 13307 3336 44392.2
All classesl00,0 170000 42,8 72760 1695 123328, 4

The total credit requirements of paddy farmers in one cultivation season are
estimated to be around Rs 123 million. This entire amount applies mostly to
the maha season in which most of the paddy fields‘go under cultivation, It
is safer to assume that a half of this amount i,e., about Rs 63 million is
needed in yala. - Thus, the total estimated annual credit requirements are
Rs 186 million. The credit needs of the farmers operating holdings below half
an acre are not important as far as the current lending policy of the banks is
concerned, Moreover, banks have been able to supply about 25 percent of the
total borrowings made by the sample farmers during yala 1980 and maha 1980/81
seasons. On the basis of these facts banks will have to allocate Rs 46
million annually if they are to supply at least 25 percent of the current
credit requzrements of all the farmers operating more than half an acre of

paddy Zand in the entire Kururegala district.
3.2.2.8tatistics on Borrowing

In yala 1980, 51xty five farmers borrowed Rs 74760 for paddy cultivation. The
number of total borrowerq represents 26.7 percent of the sample. Only about
25 percent of the borrowers have taken loans from institutional sources.. The
amount borrowed from the institutions represents 36 percent of the total
borrowings. As againsﬁ this, one hundred and five farmers (48.4 percent of

the sample)'have obtained lbané for paddy cultivation in maha 1980/81; but onl&
15 pefcent has relied on the institutions, The clientele of the institutions
remained the same both for yala and maha, In maha season, the amount borrowed
 from the institutions represent only 21.6 percent of the total borrowings

(Rs 107545). It is discouraging from the view point of the KRDP that the
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proportion of the borrowers who obtained loans from the institutions and the
portion of institutional credit in their total borrowings have not increased

from yala to maha.

A detailed breakdown of the figures on borrowers and borrowings according to
land size classes are given in Tables 4 and 5. Apart from the factors '
discussed in the preceeding paragrabh, the table clearly shows a situation
where both institutional aﬁd non-institutional lending have been made use of
more by the farmers operating relatively larger paddy holdings, Moreover, as
shown in Tables 6 and 7, a higher pércentage of farmers in areas under major
irrigation where water supply conditions are more assured, have made use of

the highest proportion of loans, especially from institutional sources.

In sum, the statistics examined here suggest thé secondary role‘playéd by
the institutional sources in providing credit to paddy farmers in the district,
compared with the non-institutional (private) sources. Thus, the immediate
impact of imposing limitations on the eligibility criteria for bank loans and
the proposed‘action against the defaulters is clear enough, Most small farmers,
who are eligible for bank loans, are now both reluctant and unable to borrow
from the banks for several reasons;- sections 3.2.3 and 3.2.4 deal with

these problems in detail,



Table 4:io.

of Borrowers and aAmount Borrowed, According to Sources and Padd

—

Institutional Sources®

Non-institutional Sources**

y_Land Size Classes - Yala 1980

All Sources :

Total Percens~

. Total Percen-
Number

Total Percen-

Number Percentage amount tage of’ Percentage amcunt tage of Number Percentage amount tage of
Land size of of farmers berro- total of of farmers borro-~ total of of farmers borro~ total
class borrow- in the wed - borrow- berrow- in the wed borrow-~ borrow-  in the wed  borrow-
(acres) ers sample (B8s)  -_ings _ers samp le (Rs). ings ers sample (Rs) ings
0-0.5 - - - - 2 11,1 700 1.5 2 1.1 700 0.9
0.5~1.0 1 2.4 400 1.5 4 9.6 2350 4,9 5 12,0 2750 3.7
1,0-2,0 5 7.2 2700 9.9 21 36.4 18550 38.9 26 37.6 21250 28.4
2.,0-5,0 5 5.6 11810 43,6 16 17.8 18950 139.8 21 : 23,4 30760 41,1
5.0 & over 5 20.0 12200 &45.0 6 24,0 7100 14,9 11 44.Q 19300 25.9
All classes 16 6.6 27110 100;0 49 20,1 47650 100.0 .65 26,7 . 74760-100.0

NOTES -~

% = Co-operative Rural Bank, Bank of Ceylon, and the People's Bank.

*% = Friends and relatives, private traders, and money lenders.

-

A
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able 5:Number of Borrowers and Amount Borrowed, According to Sources and Paddy Land Size Classes - Maha 1980/81

Institutional Sources Non-institutional Sources All Sources
Total Percen- Total Percen- Total Percen-
' Number Percentage amount tage of Number Percentage amount tage of Number Percentagé amount tage of
“3 Land size of of farmers borro- total of of farmers borro- total of of farmers borro- total
h’ class borrow- in the vwed  borrow- borrow~ in the wed  borrow- borrow- in the = wed borrow-
o (acres) =~ _ers sample (Rs). "~ _ings -exs__ __sample (Rs) ings ers sample (Rs)  _ings
4@‘ 0-0.5 - - - - 4 36,4 580 0.7 4 36.4 580 - 0.5
0.5-1;9_ - - - - 16 41,0 - 10370 12,2 - 16 41,0 10370 9.6
1.0-2.0' 5 6.5 . 3090 13,3 25 32.5 13550 16,1 30 39.0 16640 15.5
2.0-5.0 . 10 13.5 19255 82,8 35 47.3 38200 45.3 45 60.8 37455 53.4
5.0 & over 1 6.3 900 3.9 9 56.3 21600 25,7 10 62.6 22500 21.0
All classes 16 7.4 23245 100,0 - 89 41,0 84300 100.0 105 48,4 107545"100.0

el




Total Percen- Total Percen- Total Percen-
Number Percentage amount tage of Number Percentage amount tage of Number Percentage amount tage of
Water ) of of farmers borro~- total of of farmers borro- total of of farmers borro-_ total
supply borrow=- in the wed borrow- borrow- in the wed borrow- Dborrow- in the wed  borrow~
condition ers sample (Rs) ings ers - sample (Rs) . ings ers sample. = (Rs) ings
Rainfed o - C : |
areas 6 7.1 5700 21,0 18 21.4. . - 17050 35.8 24T -28,6 22750 30.4
Areas tinder
. minor tank o . ) o o - '
irrigation 4 3.2 4410 16,3 21 ) 16.8 14050 29.5 25 20,0 18460 24,7
Areas under A
major tank : \ ‘ , T
irrigation 6 17.6 17000 - 62.7 10 29,4 16550 34,7 16 47,0 33550 © 44,9
All areas 16 6.6 . 27110 100.0 49 20.1 47650 100.0 w65 26,7 - 74760 IOQ,O
v » "

Table 6:Number of Borrowers_and Amount Borrowed According to Sources and Water Supply Conditions - Yala 1980

Institutional Sources

Non~institutional Sources

All Sources

"
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Table 7:Number.of’Borrowers and Amoqnt'Bogioﬁédfﬁcébrdihg to Sources and Watethugply'Conditioné -‘Maha§1980/81:

“Inhtiiutiona;‘SduféeS“,‘

an-institutional Sources

All Soufces

Number Percentage

Watér
supply
condition

. of

ers

borfow= in the

amount

- of farmers -borro=

.Total’' Percen-
tage of- Number Percentage
total 7

" of of farmers
borrow- in the

Total
amount
borro-

wed
(Rs) -

Percen- .
' Number 'Percentage

tage of
total
borrow-

Total

of .of farmers

~borro~
bo:towb. in the

wed
(Rs)

- Percen=-
amount

tage of

total
borrow-
ings

Rainfed

areas. T3

Areas -under :
minor]}ank

irrigation ' 3

Areas under’
major ‘tank 3

sample “(Rg). - ings

4.0 990

2.7 4440

33,3 - 17815 76.6

19.1

- eYs sample
33 4.0
- 41

36.6

15 .5 50,0

18670

33830

31800

ings
22,1

40,1

37.8

ers sample
36, 48.0 . 19960
44 39.3 -

25 83.3

38270

49615

18.3
35.6

46,1

All-areas’ 16

7% 23245 100.0

89 41,0

84300

~100.0

105 48.4 107545

100.0+

ST
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3.2,3.Borrowing ! from institutions - Problems from the Farmers Perspective

The stringent cﬁedit policy adopted from 1979 onwards not only disqualified the
defaulters of earlier«loans but also attached the rieks of litigation. Hence,
many small farmers who are not certain aboit their repayment capacity tend to
abstain from borrowing from the banks. Out of 219 farmers who indicated that
they do not intend to borrow f¥om the banks, fifty ‘two or 24 percent mentioned
their inability to repay as a reason for abstaining (Table 8),

Table 8:Reasons for Not Intending to Borrow from Banks

" No. of Percentage
farmers of the
report- fammers who

S : - .. . ing each do not borrow

Reason B . . - * 1 . reason .. from the banks
1. Lack of capacity to: repay o | 32 - 24,0
2, No need for credit N g? ) 57‘;> 45 = D - 20.5
3. Have overdue loans - ‘ | 24 f; - 10,9
4, Difficulties in finding securities = . 10.9
5. Cannot get bank loans in time e 0.8
- 6. Private sources are more convenient : s ii . 0.7

: ;‘:-‘ g:::" B

7. Difficulties with procedures of the banks . 8 . 0.4

Capacity to repay. the loans is constrained not necéssarily:by the;small size
of paddy holdings but in many cases by the risks associated with cultivation
in the absence of an assured water supply. This is specially 80 with .regard to
yala season and in areas where paddy cultivation is dependent on rainfall and
minor irrigation.§ It is significant to note that 49 of those who indicated the
lack of capacity to repay the loans came from such areas, . Many farmers in
.these localities stressed the need to renovate minorx- tanks and allied irrigation
structures in their villages so that they could apply for institutional credit

with some confidence.

Apart from the defaulters of earlier loans and those who are not in need of
credit, a good number of farmers do not borrow from the banks due to restrictions
imposed by difficulties in finding securities, procedural inconveniences, and
delays imnvolved in releasing the loans by the banks.w Another important reason
is that obtaining credit from private sources is less arduous and less risky.
This is further supported by the factfthst 20 percent and 40 percent of the

sample farmers had borrowed from private sources for paddy cultivation during
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Farmeés have to incur various costs on bank loans, in addition to going
through cumbersome procedures and fulfilling prerequisites. Theréfore,an att-
empt is made here to calculate the ascertainable cost of bank credit to the
borrowers in order to compare the costs with interest charged by the private
money lenders. As far as the private_lenders are concerned, ﬁhe ascertainable
costs are only the interests on loans (in terms of percentage interést‘on,lqans
repaid in cash or the percentage of price differential in case of lqans repaid
in kind). | ' o -

But in case of institutional loans, farmers have to go to the banks and the
Cultivation Officer to get application forms, to hand-in completed forms, to
sign the bond forms, to get the loans stage by stage, to inform the officers to
insure the paddy crops, and so on. Farmers in the intetiof villaggs h§ve to
spend on bus fares and incur other expenses on ;hése trips. A Borrower may
generally spend 8 days to attend to these functions. He has to take time off
from thg farm work during busy activity pefiods, and these days have some
value which can be foughly equivalent to the daily-wage rate in farm work. The
prevailing wage rates were Rs 15/~ per day in rainfed and minor irrigatedvareas,
and Rs 20/- per day in major irrigated areas. And finally, there is the
interest on loans, \

A summary of these costs along with the actual ascertainable interest rate -
fof a loan taken for 6 months period is indicated in Table 9. The total cost
of a loan means the cost of the maximum amount of loans that can be obtained

from the bank, under different water supply conditions.

!

Table Y:Ascertainable Cost of Credit to the Borrowers - Maha 1980/81

Rainfed Minor irri- Major drri-

Cost of Institutional* Loans areas gated areas gated areas
1. Bus fares (Rs), 18.00 32,00 42,00
2, Other expenses (Rs) 29,50 38,83 . 33.75
3. Value of days spent (Rs) 120,00 120,00 160,00
4., Interest for 6 months (Rs) 36,00 54,00 58,50
Total cost of the loan (Rs) . 203,50 244,83 294,25
Cost for 6 months per 100 rupees : 25,44 - 20,40 22,63
Annual interest rate (%) ' 9,00 9.00 .. 9,00
Credit ceiling (Rs) . 800,00 1200.00 1300.00

Lost_of Private** Loans (for a similar amount)
Rainfed - Minor irri- - Major irri-

areas gated areas gated areas
Cost for 6 months per 100 rupees 60,00 60.00 60,00
Total cost of the loan (Rs) 480.00 720,00 780,00
Annual Interest rate (%) 120.00 120,00 120.00

* = Co-operative Rural Bank, Bank of Ceylon, and the People's Bank.
** = Private traders and money lenders. :
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Table 9 shows. that the borrowing: from inStitufioneeieveertainlv less costly
in monetary. terms. But the farmers appear to begsetéing“off this monetary
advantage.of :baak loans against tonvenience’ and timeliness which characterise |
private loan transactions.::The:various stageé*that‘thé“fatﬁefékhéve.to;beeéA‘

through before they finally get: cheir loans: from ‘thé banks are beset ‘with a’

number of obstacles, Running after guarantors and strugglihg to cut through offi-

cial red tape are to mention two of ‘the many handicaps that “the farmers have
to guard against, The costs involved in crop insurance, agro-identity cards

and 8o on are other additional expenses.

The private_SourCes; on the other hand, offer no cumbersome prodedure. The
security needed is wostly thenmutual trust, or the.produce at harvest in case
of private traders.. Sometimes land and jewellery serve as collaterals., ‘In‘”'
most cases there is no specified period for repayment, Private traders and

professional lenders charge an interest ‘but where ‘the creditor is a friend or

e

a relation, quite often the loan is interest free. Mutual heln serves as an

"inforhal interest." It is a direct transaction where no paperwork is involved

and the loan is given on the spot or at most it will take two or threetdéjs{
All these-faccor&ulead many farmers to»Iook*tovards the privaté sector for
loans. Even the farmers who apply for bank loans resort to borrowing from -
»private lenders in order to complete the work at hand...Such private loans:are

often set off after a month or 50, when they get the bank loan.
3.2.4,Prerequisites for Institutional Loans-

Defaulting and low capacityAfor‘rebavment ere'not'the'oniyvfactors that

condition the criteria for eligibility. There are several other prerequisites,

set out by the lending instiCUtions.‘ Firstly, the paddy field for which the
loans are applied shpuld have been registered in the paddy lands. register.-
Secondly,_it should have been insured with the Agricultural Insurance Board.
Thirdlyithelapplicantz;honld have5e-bank account, Fourthly, the applicant :
should possess an Agrolldentity é%fd. In addition, those who intend to borrow
from the co-operatives should have the membership of the co-operative society.

~ Obviously, without fulfilling all these requirements, one is not eligible for

uinstitutional loans, i il

The problem however, is that the farmers haVe not’ been convinced enough of

nents before they become eligible to

the need to ‘meet all the a,ove r ;u

apply for a loan. One possible ex:eption is the registration of paddy lands,

The owmers and tenant farmers normally ‘register their holdings but encroachers o

cannot do so and have to be ‘left out of the inbtitutional credit schenes. There

jiedd vy Ty dnsd srenii
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“‘ are instances where tenants are not allowed to register their names by land-

owners'who get the loans from the banks and relend it to the tenant at a

higher interest rate.
a}) Agricultural Insuraice

A proper agricultural insurance scheme whiie increasing the borrowing capacxty

‘of farmers gives a no-risk assurance to the lenders too.: But there are many

shortcomings of the paddy insurance scheme as it operates in the Kurunegala

. district at present, First of all, though it is legally compulsory for all

farmers to insure paddy crops whether they borrow from the banks or not, many
farmers are reluctant.to.do so for several reasons. Firstly, the farmers assume
that insurance is aprerequisite only for bdrrowing. Secondly, the procedural
aspects involved. in: assessing the damages and in.paying compensations'make the
farmers dubious about the entire exercise., An-unawareness of the probable
benefits of an insurance: scheme too counts here. Resulting from these factora,

anly a. fraction of farmers. insure their - paddv ¢rops (Table 10)

Yala 1980 . Maha 1980/81
o  Percentage Percentage

Paddy land ' . of farmers of farmers cmgas
size class . Number of - -in the Number of in the T
facres) ==~ farmers _ sample farmers __sample _

0-005 = . 1 5.6 1 , 9.0
100-200‘ 11 15.9 4 -_'i;_f 5 2
2,0-5,0 : 18 20,0 i1 14 9
5.0 & over 2 8,0, 2 T 12,5
.All classes - 37 15,2 19 8.8

It is interesting to note from Table 10 that the majority of>£hose insured
were. operating.paddy holdings over 'two acres in extent. ' The number of farmets'
insured; decreased by about:50:percent from yala to maha. The majority of the "
farmers who insured their paddy crops in yala belongs to rainfed and minor
irrigated areas (high risk areas). All thosé insured have done so -in' order to
obtain compensation in case of a crop failure. ‘Only -three had doiie so o
specifically with the intention of getting bank credit. 1In contrast, the
majority of the farmers who insured their paddy crops in maha belong to major

. irrigated areas where risk is relatively lower, but borrowings from banks are

relatively high. Reduced risks due to better rainfall conditions pursuade many
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small farmers in rainfed and minor irrigated. areas to avoid insuring their paddy
crops during maha season. This is further reinfdrced‘By'their reluctance to

apply for bank loans.

. o . o
The common’ complaina of even those indured were that they normaliy have to
wait two or three seasoris to get the indemnities and that the officiala
entrusted with the task of asgessing c:op_damages_acpord preferential treatment
to rich farmers in thé-greas concerned.
The majorify of those who do not.inéﬁfe.ihéir_paddy cropS‘demonéﬁtate a
proper scepticism when they state thét-they do not perceive any bénefit
accruing from 1nsurancé (Table 11), Those Qh&{gave no specific reaébﬁ as to
vwhy ‘they did not insure their paddy crops and those without a proper kirowledge
about the insurance scheme can be put ihto. one category; these farmer  need an
enhanced awarene83 abbut the mechanism of crob insurance, - 'Previous'expetiénce
,of hot being able eithér to obtain thée dde iﬂdemnities in time or to obtain &h
amount which is sufficient to cover the entire damage to their crops make some
»farmers reticent about crop insurance._
S .
Table 11 Reasons for Avoiding the Crop Inaurance =
| No. of Percentage .
. S : : -farmers of farmers. :
Reason o _ | reporting . reporting
1. No benmefit .i'i- S 78 T 3649
-2, No specific reason ' - 52 25.2
3. Lack of awareness _ 25 12,1
4. Delays in paying indemnities and low ‘
level of indemnities 4 , 34 16.5
5. Unable to pay'thé premium - 19 9.3
Total _ : , 206 100.0 - .

b) Savings Accounts L

Encouraging savings among the»farmgrshih order to facilitate timely recovery of

credit has not been an objective of the Kurunegala Rural Development Project,
However, this Project is concerned with the prerequisite of having a savings R
account for:borrowing for paddy cultivation, from the banks, One hundred and
nineteen or 49 percént:of the sample farmers'had savings accounts at the. ' .
People's ‘Bank ‘or at the Bank of Ceylon, at the time of yala survey (Table 12).
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Table 12:Number of Farmers Having Savings Accounts at Banks According to_Paddy
Land Size Classes = as of October 1980 . '

Paddy land Number of - Percentage of

size class . farmers farmers in the

lacres) ==~ reporting sample
0-0.5 7 38,9

0.5-1.0 13 31.7

1,0-2,0 ' 32 46,4

2,0-5,0 46 ‘ 51.1

"5.0 & over 21 84,0

All classes 119 49,0

It is worth mentioning that a higher percentage of farmers operating paddy
holdings” above two acres in extent and those living near the main townships
had:a higher number of savingssaccounts at these banks, Sixty eight percent
of those having savings accounts knew that their accounts would make it
easier for them to get cultlvation loans 1f necessary, while the rest felt that

some savings would help them to provide themselves against a rainy day.
C

el Agro-ldentzty Cards

The Department of Agrarian Services estimates the requirement of Agro-identity
cards for the entire Kurunegala district as 200,000. From mid 1979 to April
1980, 21, 157 new cards have been issued while those that were issued since 1974
have ‘been renewed only up to the end of 1980. Thus, issue of the remainder is
no easy task., Although the KRDP aimed at finalizing the preparation of Agro-
identity cards by the end of 1979, this did not come through due primarily to
lack of farmer-enthusiasm, as discussed below. However, during the survey it
_was noticed that the issue of identity cards was progressing smoothly but the
tremendous nature of the task may offer problems making it impossible to keep

.....

Since the issue of Agro-identity cards began in 1974, a little more than
50 percent of farmers in the sample owned these cakds (Table 13) Those
farmers who operate relatively large paddy holdings and live close to the B
Agrarien'Service Centres and main townships tend to own identity cards more

than those in other areas.
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Table 13:Number of Farmers Having Agro~1denrit} Cards According to Paddy Land
Size Classes. - as of October 1980

Paddy land o . Number of ‘ Percentage of

size class o . farmers farmers in the

lacres) -' ‘Feporting sample o e
0.5-1.0 f Y 29.3

1,0-2.0 37 53.6

2,0-5.0 ' .60 66.7

5.0 & over ’ 1z 48,0

All classes ‘ o127 52.3

The majority (56 percent) of those having Agro-identity cards gtated'that
they do not have any benefit from having such a document. The others felt that
the card helps them in gettlyg credit and inputs from the institutional sources.

. However, an overwhelming majority (83 percent) of those who do. not possess
the identity cards at: present adduced such‘réasons as lack of incentive, lack
of time, lack of necessity, and unawareness.- This group seems. to be either .
unaware -of the procedures involvud-in obtaining Agro-identity cards br<hot
simply impresued by the whole exerc}ue after realibino through fellow farmers
that the poosession of an identitj card does not serve any special purpose. '
Only a mlnority (17 perccut) comnlainpd of procedural difficulties like delay in
issuing. Most of such farmers ave however, those opertaing very small paddy
plots, who in any case wauld not benosiL much even 1if they have Agro-identity
cards. St > S ; , A
d) Co-gperative Membership
Still a number of co-aperative socizties are’ engabed in lending to paddy farmers
through ths' village 1éve1 ‘brafichos, patronised by the’ People's Bank. A farumer :
who intends to borrow from the co—cperative should be a member of the co= -
.operative.-.ln the.case of ney.applicants, the membership spould:have_been
obtained at;least-one year earlier.; All applicants, shoﬁld have sh#res at the
co-operqtive worth Rs 50/= for each Rs 1000/« applied for as. loans. As of '
Octoher 1980,.133 fermers in :hersqmjggd(zs_percggtzhwere members_pﬁ.n
co-operatives. " |
Unlike in the case of Agro-identity cards and savings accounts, a higher -
cercentage of farmers operaéing even smaller paddy holdings had become members

of the co-~operative. Of the sixty fammers who were not members of the
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co-~operatives, twenty five stated that there was no need to or no benefit from
becoming members. 'Another twenty five of the non-members gave no specific
reason; while the remaining fourteen mentioned that their ration cards have

been transferred to private boutiques.

Although some co-operatives have become ineligible for bank credit due to

‘overwhelming amounts of overdue loans, lending to small farmers in the villages

far away from main towns has still to be carried out by the co-operative

‘societies, This is particularly so in places where bank branches are not

available, Therefore, membership of the co-operatives will still be an
inportant prerequisite for the farmers, especially to the small farners‘in the

interior villages. /

In recent tines the co—operativeslhave laid mpre strese on the need to
function as consumer servicing agencies onerlooking the -development aspect,
agricultural development in particular. Allowing the private boutiques to
function as authorised dealers in supplying agricultural inputs and issuing of
subsidized food items has worsened the problem. In such circumstances it is

doubtful whether a substantial number of farmers would seek co-ooeratiVe

membership in future.

Although the development of co-operatives may be outside the scope of the
Kurunegala Rural Development Project, it may have some bearing on the smali
farmer onrticipation_in 1oan_§cheme for paddy cultivation, designed_under
the project. Devolving the responsibilities of lending to paddy cultivation

more and more on the two leading banks will preclude many small farmers

. from participating in the loan scheme, quite contrary to the desired objectives

of the project.
3.2.5;Credit.Ceilinge and'Costs*of?Paddy“Production'

The average operational cost of production per acre (exclusive of the value of
family labour and ‘land) has increased from about 54 percent in major irrigated
areas to about 76 percent in rainfed’ areas, from yala 1980 to-maha 1980/81,

However, the credit ceilings for paddy cultivation covering all the operations

v

remained unchanged over these seasons (Table 14)
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Table 14:A Comparison Between Costs of Production and Credit Ceilings -
~.Yala 1980 and Maha 1980/81 - -

Rainfed'areas ";; o Irrigatedfhreas
Average L Average . ¥ - _
cost per <Cre- . Credit - cost per Cre- Cfedit -
~acre(Rs) dit  _ cost(Rs)' - gcre(Rs) _ dit ' __ cost(Rs)
. Maha ceil Mana . Maha ceil _ Maha

o - Yala 1980 ing Yala 1980 °  Yala 1980 ing - Yala 1980
.. Operations 1980 /81 (Rs) 1980 /81 .. . 1980 /81 -(Rs) 1980 /81 -
loLarld ’ : : ’ . - ’

preparation 357 583 200 =~ 157 - 383 384 559 400 + 16 - 159
2.Seed/plan- . : ‘ ; S o

ting/sowing 198 254 120 - 78 - 134 - 26l 377 200 - 61 - 177
3.Fertilizing 195 209 150 -~ 45 - 59 200 196 200 O + 04
4,Agro- . | ‘ -

chemicals 147 246 230 + 83 - 16 . 245. 324 300 + 55 - 124
5.Harvesting ' ‘ : o ' T

& threshing 292 425 100 = 192 - 325 353 577 200 - 153 - 377
6 .Watching of ’ v | | '

crops, food &

victuals given .

to hired

labourers, -

and transport ' ‘ : s

of produce 162 664 «eo - 162 - 664 188 479 ,,., - 188 - 479

Al | | | |

operations 1351 2381 800 - 551 -1581 ' 1631 2512 1300 - 331 =1312

it is apparent ftom Table 14 that the presgnt credit ceilings are not onlyii
inadequate to cover even the cash costs incurxed by the farmers, but also - |
incomparable with the increasing costs of production. In both rainfed and
irrigated areas, the total costs of productian per acre is substantially i
higher than the credit ceiling specified for an acre. Also, the amounts of
credit allocated for each of the operations in both areas have been drastically’
outweighed by the increases in costs of production in maha 1980/81 season,
The major factors thnt”inﬁiuench»che_cqst of .production appear to be the rises
in tractor.and. buffalo hire charges and price~increasés of, .seed, agrochemicals,
and food.given to hired labourers. . Although the credit :ceilings were more
"~ than adequate for covering the cost ofwagro—chemicals,in4both rainfed and minor

irrigated areas in yala 1980, the reverse has occurred in maha 1980/81,

There are some notable similarities and differences of costs between rainfed
and irrigated areas. Costs of land preparation and fertilizer application in
both areas are almost equal whereas the specified credit ceilings differ widely,
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Costs on transplanting, agrochemicals, harvesting and-threshing demonstrate .

notable differenceer

The large differences between bank credit ceilings and costs of production
invariably force the farmers to augment the bank loans with borrowings from
the private sector. This in turn cdhpels'the farmers to accord prierity to
repay private loans which affects the recovery of bank credit., There is thus ~
a case fgr;increasing the credit ceilings per acre as well as rhe cellings
for each operation in both rainfed and irrigated areas. This is more so in
view of the recent' increases in the prices of seed, fertilizer, agrechemicals,

and draught power.

Aléo, there is no rationale for maintaining a bigger difference in credit
limits between rainfed and irrigated areas, especially the ceilings for 1and
preparation and fertilizer application, In addition, since a good part of
the current difference between the costs of production per acre and the :otal B
credit ceiling is due to the expenses on food and victuals given to hired
labourers, it would be worthwhile to make an allowance for such expenses in

alloeatiqg.benk,credit for land preparation, harvesting, and threshing.

"3.2.6.,Access to Services of Allied Institutions

It is well known that efficient functioning'of'the institutions concerned with
iaput supply, agricultural extension, and produce marketxng is an essential
condition to the success of an institutional credit programme. The 1nput

supply mechanism must be able to deliver the inputs required by the farmers in
time. Agricultural extension service should help the farmers in using the
inputs purchased on créait iﬁ"such a'way that the yield of péddy’is maximized to
the possible extent, increasing the repayment capacity of the farmers.

Efficient marketing arrangements are necessary, if bank loans are to be

recovered successfully,

However, the conditions prevailing in the Kurunegala district with regard to
the above institutions are not very conducive to the objective of evolving a -
viable credit scheme, Some farmers in the district are faced with various
problems with regard to input supply, extension, and marketing, due primarily
to lack -of proper integration between these and lending institutions. The
problems specific to the institutions will be discussed in section 3.3.4, The
paragraphs below deal with the problems from the viewpoint of the farmers.



26
a) Input Supplies
Although the KRDP emphasizes the need to imprOVe input supply mechanism there
are instances where some farmers are unable to obtain the inputs at the required
time, Number of farmers making this complaint is indicated .in Table 15. -

Shortage of the inputs means the lack of recommended types at the correct time
either with_the institutional sources or with the private sector.

Table 15 : Number of Farmers Reporting the Shortage ‘of Inputs at the Reguired '

Time
Percentage of farmers .-
Input Number of farmers - in_the_sample
1. Seed péddy S | 49 T, . 20_.2_ .. |
2. Fertilizer e - 272
3. Agrochemicals = - T 49 o ' 20.2

b) Agricultural Extension . .

Agricultural Instructors (AI) ‘and Krushikarma Viyapthi Sevakas (KVS) are =~
supposed to function as extemsion agents’at the Agrarian Services Centre and at
the village level respectively. According to the findings of this study, the .
majority of farmers have had no direct contact with these officers (see Table 16).
" The project, however, seeks to improve the agrlcultural extension service

through the Training and Visit system whereby more and trained extension officials
will be appointed. Also, the farmers will be organised into small groups with

a "conract' farmer as the group leader. The KVS will transmit extemsion massages
mainly to the contact farmer who will inturn get the massages accross to

other farmers in the group. A detailed analysls of this aspect can be found

in a separate study conducted by the ARTI (see Gunawardana and Chandrasiti,
1981).
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Table 16:Services Obtained by the Farmers from AI and KVS

AL .__Kvs’
Number Percen- Number Percen-
pf:«+ tage of: of tage of
farmers farmers - farmers farmers
report- in the report- in- the
Services ing sample ing -sample
1. Advice on
plant - , , R
diseases . 31 12.8 121 50.0
2, Information
about ‘high
yielding -
paddy , ' . . T e
varieties - 24 9.8 : 55 22.6 :

c) Marketing of Paddy

Although ‘the loan agreement between the borrower-farmer and the co-operative
specifles that the borrower should sell his produce to the co-operative,in
effect this does not happen. During the field survey it was found that.

only fifteen out of seventy one farmers who sold their paddy had marketed

the produce through the co-operative society, in yala 1980. Of those farmeré
only two had done so ‘in settlement of ‘the loans taken"for paddy cultivation
(Sixteen farmers borrowed institutional credit during this season). These 'ii'
two farmers were in. fact operating large extents:of paddy landfunder“major’3f1”
irrigation schemes. One of them handed.over 45 bushels of.paddy while the
other gavg;l?Q_bpshelshto,the.co-operative in lieu of debt. In maka
1980/81?“§§1§\te§,pu; of seventy nine farmers sold their produce to
co-operécives;;seven of1them came from a.major irrigated area. . However,

none of them had the intention of repaying institutional loans by @

handing over the produce to co-operatives. -
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Fammers prefer private outlets to co~operatives in marketing their paddy for
various reasons. OQut of ninety five farmers who gave,reasons for this
ipreference, twenty six stated that the private traders pay a higher price. _
During yala 1980, private traders paid prices ranging from Rs 38/~ to Rs 54/~ ‘
per bushel of paddy in the peak geason and Rs, 56/- to.Re. 62/-:“_»ohé“EEan"*%l
season. Thus, the average seasonal price has varied from Rs 47/~ to Rs. 58/— A
per bnshel. However; the thén guaranteed prite_remained unchanged throughout
the season at Rs. 40/* : Aé égainst this,'the“évefage pbkice offered by the - :
private traders varied frbm Rs 55/« t to Rs 63/~ ih maha 1980/81; Whereas the
Government Fldafl?rice was Rs 52 50 per bushel.

vi

Lighteen farmers complained that the co-Operatives often rejected the l
paddy brought by them for want of storage facllities, gunnies, and money.
Another twenty seven complained of shortweights and measures and the incompre-'
hensible grading methods applied by the co-operative personnel, Thirteen
farmers' found delays involving two or three days in getting money for their
paddy from the co-operatives. Eleven farmers stated that selling paddy to
the co-operative‘is a time-consuming procedure, The implication of these'
responses is that the private traders, on the other hand, buy the entire stock,
pay spot-cash, come even to the farm (or threshing floor) ds not grade, and so
on. Thus, inefficient institutional marketing_system acts as an obstacle to
achieve the level of credit disbursement and recovery enVisaged under the KRDP
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This section deals with the progress of institutional lending £or paddy i e

cultivation and the problems specific to banks ,and allied“institutions.',Somexx[
of the problems with banks, from the view point of the. borrowers, derive frou 2

the fact that the lending institutions are commercial banks._ They.-have to - /1

adhere to banking principles, keep records. of loan transactions, insist: on:
securities, scrutinize loan.applications ‘before granting. a. loan. adhere to -
Government interest rate policies, and above all show a good recovery rate, " -

POy T

These problems are oftenbnot appreciated by, the farmers, especially- small

farmers, for want of awareness about the banking. principles and polieies. SRR

ey gt ayir RN RSN
R R aagsbrora o Xwy o goanahe

Any effective loan scheme in Sri Lanka should however, ensure a high level of

small farmer participation. In order to do so, their awareness in banking
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procedures need be enhanced. This is no easy task.. Whether the commercial ... .
banks are the ideal institutions to lend to., small- péﬂdy farmers. or - not, and.
what the alternative forms of organisation suitable for this. purpose. might~be
questions that fall outside the scope of this study.. Therefore, the analysis <
that follows 1§7¢°nfi¢¢4't° the operational aspects of the banks inklending”to-;
paddy cultivators. :
3.3,1.Statistics on Lending

PA5

Aggregate statistics on bank lending for paddy cultivation in the Kurunegala B
District are given in Table 17 N

Table 17: Lending for Paddy Cultivation by the Peogle s Bank and the Bank of .
Ceylon as of 31,3.81

Peonle's.Bsnﬁ(a)'u )
IR ' U Amourit i i .. Amount Recovery
o No. of - granted .  recovered A rate . ... ...
Ziﬂ_*s-zsséeé - loams_ ~(Ra) __ Re) . LB
From 1 1 79 “-ﬁ e “. o . B . .
to 31. 10 50 o 2612671 ' 1623638 62 ‘
CFrom 111080 O | |
to 3143,81 .- .7 22297 s 111653000 0 0 356808 32
Bank of Ceylon . . = o
' Granted . . . 'Recovered . Kecovery rate .
. S ' No. of
No, of Amount A No., of Amount . loans Amodunt
Time period 1oans (Rs) risd sl 1oans (Rs) (%) (%)
Maha 1978/79 . '
and Yala 1979 Z765~A'3397830 . ' 1861 2534445 - 67 75
Maha 1979/80 = | R o »'
and. Yala 1980 - 1375 2159398 © 980 1701984 - - 71 79
Maha 1980/81 } 1597 2773860 - 453 632792 28 23

" NOTES -a) Include loans:given for subsidiary food ctops too.

.. b). Number of loans is for the entire period under consideration.

In the case of the Bank of Ceylon, the statistics given in Table 17 show anf“f
improved rate of recovery in the crop year: 1979/80 when compared with the .
pre-project situation. ~This has. to be expected because only those with good ‘
previous repayment records are given loans under the project. Even the new
applicants are compelled to repay or face the risk of legal action.

Nevertheless, one cannot still be satisfied about the absolute’ rate of recovery
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experienced so far under the project.* ‘It is yet premature to comment on the
_recovery or loans. given during mahal980/81.,. Moreover, ‘as.pointed out earlier,:
the relatiue;improvement in the recovery . rate has not -accompanied an increased
disbursement rate mainly 28, a consequence”of tightening of: the'eligibility ’
criteria.v For example? there is a 50 percent reduction in:the! numberi of loans
- glven for paddy cultivation by. the. Bank of Qeylon from 1978/79 crop yeat' to
1979/80 crop year, Ambunt granted also records a 36 percent drop during: this
period.** Loans granted as well ds the amounts recovered by the People's.Bank ;
are relatively lower than those. of the Bank of Ceylon, This may be aiso due to
the fact. that some of the co-operative” societies which”earlier acted as the e
agents of the People s Bank became ineligible for further loans under the

project. = .

- The above analj;ie brings ue to an important point. 'That is, the banks have
not been able to. reach a significant proportion of the paddy cultivators g
“the district. There are about 170, 000 paddy farmers (estimated) in the entire .
district and catering to the need of all is no- easy task. According to figures
‘given in Table 3 in section 3,2.1, about 7 percent of these farmers operate ,
paddy holdingsvless than ﬁ'acre in extent. Thef'are_not entitled to paddy '
‘loans from the banks. Another 1Q percent or so operate-paddy holdings over ..
5> acres in extent. They usually do not havefnroblems with-regard to the 777
- bank loans. The findings of this study (section 3.2.2) also confirm that the .
farmers in this land size group obtain a high proportion of institutional
loans for paddy cultivation.

hxtrapolating;the credit needs of the sample farmers to the dietrictxlevel_
as done 1in section 3.2.l it is estimated that the total amount of credit
required by the farmers in the land size class of % to 5 acres is Rs 117 million
per year; If the banks are to provide at least 25 percent of this amount, they,
have to allocate about Rs 30 million per annum. The KRDP has,-.of course
allocated an amount ranging from Rs 7.5 miLlion for 1979 to Rs 28,5, million ,
for 1983, However,,the question is_not merely one of inadequatelallocation of

Figures available at the Project Office auggest that only 58 8 percent and . .
62 percent of ‘theTamount granted by the Péople's Bank and the Bank of Ceylon v
reSpectively (from, 1979 to maha :1980/81) -have beeniirecovered so far. R

Latest figures supplied by the .Bank:of .Ceylon indicate:that :as againat’
ks 106 million from 1974 to 1978 Rs 7.5 million have been granted from.
1979 to May 1981, L ‘

. A P
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31 .
credit; the more discouraging aspect is the relatively low participation by the
farmers in the land size class of Y to 5 acres, insthe prddy loan schéme,
although they are in the majority. The plausible reasons for‘this situation
from the viewpoint of the farmers were discussed in sections from 3.2.3 through
to 3.2.6. The next two sections will concentrate on why the banks and:allied--
institutions have faile& to enlist.a}bettergparticipation~of-small~farmers in
the paddy loan scheme;.
3.3.2.Lending :Méchanism ‘and:‘Procedures
The delivery‘neehanisn ot;tredit for naddy cuiti;ation has not changed.much.
As in the pre-project -era, People's Bank opeérates the paddy loan scheme through
the co-operative societies. Where the; societies have not been able to maintain
at least 20 percent recovery, rate, the People'szank-directly»lendS»money to - !
the paddy farners. Bank of Ceylon, as it did earlier, continues to lend direct.

to the farmers.

Loans application procedures’ are still cumbersome;’especially those of the
co~operatives and the People's Bank, The Bank of Ceyion;.nowever,'nses a set
of simple application forms. The use of a simple standard form, as expected
-under the Project, would definmitely help both the farmers and the bank officials.
But steps have not yet been taken to simplify the paperwork involved in making
an application to the People's Bank for a loan._ This itself may be an important
reason why these institutions lag behind the Bank of Ceyion in lending
activities.

.No.bank functionaries work,at village level* to carry out the credit
extention activities, i.e. to inform the farmers about the lending schemes and
procedures, to help the farmers in paper work, and to work as agents between
the farmers and the banks. Consequently, the banks have no:way of knowing in -
advance the credit needs of farmers in a particular cultivation season. The
Banks have to wait till the farmers come and ask for loans because it ie L
impossible, ‘under the present circumstances to prepare an advance programme of
lending. ' Having a cadre of banks' own officials at village level may not be ,
feasible from the banks' point of view because the administrative cost of paddy
loans’ is already in excess of the income from interest, and the risk of default
is high.

*The Bank of Ceylon, however, has set up a special unit for supervision of
agricultural credit at the District Office, and field officers are deployed in
the field level supervision activities. The Bank is also currently considering
the appointment of Development Assistants with adequate technical knowledge to
monitor and supervise agricultural lending.
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At present’, ‘the ‘Cultivation Officers do an appreciable service as agents’
between the farmers and the 'banks; in addition ‘to nuterous: other duties, In
this way, acting as an intermediary between the farmers and the banks, the '
Cultivation Officers quite‘often take upon themselves the responsibility of
going ‘through most of the phases of "the’ loan procedure on behalf of the farmers,
At times this is at the expense of their ‘other legitimate duties, . Another
unhappy situétion is that quite a number of CuLtivation Officers tnemselves~ate
not well versed in the procedural requirements of the banks," This causes

delays 1n processing the application forms and releasing the loans. -
3 3. 3 Linkage between Credit and other Allied Institutions .

The success of-a viable loan‘scheme for paddy cultivation also depende]on‘

its degree'of“integtation particularly with egricultural insurance, input -

" supply, ‘and' produce marketing, ‘At present the banks do not have any control
over the latter functions, and therefote, can only lend money and recover them -
depending solely on_the honesty and integrity of the,botroners. 'Unlees and

- until the'eituetion witn;regetd-to the above mentioned factors is 1mptoved to
the extent_thet they all become components oflone‘package the status—quo will

C?ﬂtiﬁ“e to remain. .. . .. . - c . ~
a)'C?op“Ihsurance"?

Although the crop insurance is intended to act as a collateral for credit, it
fails to elicit the expected response at times.' In the eventuality of damage
to the crop the repayment of bank loans is held up on grounds of cropvfaiiute.”
The Agricultural Insurance Board decides-on’ an indemnity payment which depends
on the extent of ‘damage. That~is invariably insufficient to cover the loans
taken by the fatmer; The farmer howevér, expects thé“Agricultural Insurance

Board to repay the loan direct’to the baik.

The Agrlcultural Iusurancc Board has 1ts own causeb for the delaye 1n the.
payment of indemnities and the . very low rates of 1ndemnit1eq in certain cases.
birstly, ‘the paddy fields have to be Lnsured and the crop damages have to be

reported on specific dates la1d down by the Boerd *wst farmers do not complyvu

with these speclfications.z Secondly the Board's branch office at Kurunegala f~
does’ not have a permanent field staff to carry out extension functions . -
effectively at local and regional levels. The office has only five officers -
to assess damagesf%n the entire district.“.Thirdly, tne Board.normally does.

not pay‘indemnities for damages below 20 péi

5§§¢E§§it1ed t°n§i§£§ﬂf¢f'gééy up to 75 Y
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In the entire Kurunegala.district, 233§,acres;have3been insured by 1784
farmers in yala 1980. This shows. a reduction of‘éSipercent in acreage and 58
percent in the number of farmers when compared with the corresponding figures
for yala 1979. The premia collected in yala 1980 amounted to.Rs‘103,000/—_H5,id
representing a reduction of 28 percent of ithat in yala 1979. . Crop damages for
yala 1980 had not been indemnified for lack of funds even by the end of 1980.
The lesser participation of farmers in the scheme and the indennity paymehts
outwelghing the premia collected have resulted in the Board's failure to build

up sufficient funds,

This brings'us to three important conclusions. Firstly, a planned drive to-
educate‘the farmers on the mechanisms and the allied benefits of crop insurance
scheme is essential, Secondly, a proper assessment of crop damdges and the
prompt payment of indemnities will tend to enhance the degree of farmer
participation., ' Finally, an adequate and well trained field level .staff and a
strong insurance fund are important prerequisites to the success:of the crop
insurance scheme, :particularly so if it is to serve as an effective collateral -

for agricultural credit.

b) Input Supply

When certain credit items (seed, fertilizer, agrochemicals) are issued by the

banks through pay orders, the borrowers have to get the required inputs from

© the co—operative, Agrarian Service Centre or an authorised dealer. Though many

farmers agree that there is no general shortage of agrochemicals, at times they
face problems in finding fertilizer and seed material Managers of several bank
branches have been flexible enough to release the loans in cash in such ’
instances, enabling the farmers to buy the inputs from other areas. There

are also complaints about inputs from co-operatives and Agrarian Services

Centres finding their way to the private merchants.

The timely supply of inputs is a multi-faceted problem. For example,
when fertilizer issued on credit is not’ available with the co-operatives at
the required time, the farmers borrow some fertilizer from their neighbour
farmers or from traders.' This is paid back either in kind once they get the
fertilizer from the co-operatives or in cash after selling the fertilizer. ‘
Some would treat this as a misuse of credit and argue for field-level
supervision of credit use, overlooking the deficiencies of the input supply

mechanism.
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Evaluation bf input supply under_the Project would fomm a separate study in
itself, and we do sot propose to discuss thLis aspect;fdfﬁher. But, it suffices
to mention here that without correcting the mistakes in the input supply |
system, the Project would not be able to a;higve its objective of increasing

paddy output through providing institutignal credit,
¢) Produce Marketing | ' .

A serious snag in the earlier credit schemes, which is found in the Project

too, is the absence of a strategy to link institutional credit with marketing
functions. For want of compulsory sales regulations compelling the farmers

to, sell their paddy to the Paddy Marketing Board (PMB) throagh the ‘co-opératives,
recovery of co-opetative credit has become difficult.

How the Bank loans are recovered is a question even more difficult to
answer. The banks have to rely solely on the credibility of the borrowers.
However, there_iq no guérantee_that the farmers will settle their debts after
selliﬁé.the ptoddde. If the borrowers do not repay loans in time, the banks
have to treat the loans as overdue and take legal action against the defaulters
- a time consuming and expensive process, The ideal situation would have been
to recover the loans at the purchasing centres of the PMB (co-operative or
private agents) under a compulsory sales scheme, 'But such a recovery mechanism
has been impossible for. two: main reasons. ~Firstly, farmers can now sell their
paddy;to privaie traders at a higher price than that offered by the co-operatives
under the Floor Piiée Scheme, Secondly, even at times when private traders
pay a lower price than the Floor Price they prefer private outlets due to
various drawbacks.at the co-operative paddy purchasing points (see Section -
3.2.6)¢ v e R

From the entire Kurunegala district, the PMB has béén ablé“té collect oﬁlyh
1674 bushels of paddy in yala 1980, In yala seasons-in the years of 1977,
1978 and 1979, the collections were 584969, 387140, and 18006 bushels
respectively. This drastic decrease further substantiates the farm-level
,situafion with regard to institutional marketing of paddy. The situation’
warrants serious attention for two reasons. Firstly, the Government has -
invested large sums of money on establishing stores and milling ‘complexes
of the PMB which also entails a heaﬁy»administrative’cost; Secofidly, as far .
as the rural Development Project is concerned, it is expected to evolve a
viable credit scheme for paddy cultivation in which not only credit disbursement

but also the recovery are supposed to function at a very efficient level., This
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study 1s concerned mostly with the latter aspect. Thus. a proper and workable
tie~up between institutional lending for paddy cultivation and marketing-of
paddy produce need to be established.

3.3.,4,.Servicing the Small Farmer

One of the important objectives of the KRDP is to evolve an effective credit
programme in order to assist the maximum possible number of small farmers. It
seems difficult for the banks to reach such a large number of small farmers
(an estimated number of 140,000 farmers operating % to 5 acres of paddy land),
especlally to the extent that farmers remain unorganised and apply for loans
individually. ;hanks have only been able to provide credit for less than 3
percent of the'paddy farmers of % = 5 acre land size class in recent seasons.
Therefore, the significance of small scale farmer groups thch collectively -
organise not bnly loan transactions but also other activities relating to

production’ and marketing of crops, cannot be overemphasized. - -

A system of group farming is now being tried out in the Calgamuwa ASC area,~
by setting up "small farmer organisations under the auspices of the FAO and.
ARTI. A case study of the 6 small farmer organisations id Usgala €C.0. area

. is presented below to provide insights into the possible Advantages of such a .

group approach in getting farmer pérticipation in credit schemes.

Of the 325 farmers in the Usgala colony, about 85 perfent bad taken loans
from the co-operatives before 1979 some of whom had ended up as defaulters.
However, ‘the sponsors of the "farmer organisations" have been able to work-out
a credit scheme with the help of the Bank of Ceylon, to lend to those farmers
who have not been able to repay the overdue amounts, Under the new scheme,
they were issued with in kind components of the loans and were expected to repay
even the earlier overdue amounts gradually.. About 40 of such farmers borrowed
during mxha 1980/81 and almost all have repaid these loans. They are also now

in the process of repaying the overdue amounts.

About another 60 farmers in the colony have obtained loans individually _
from the Bank of Ceylon and from the People s Bank. All but 2 have repald these
loans. . Most farmers are ‘now reluctant to borrow from private sources since
they charge a very high interest; two bushels of paddy as interest on every

Rs:lOO/-.borrowed, per season.

In addition to working-out a'credit scheme, these oréanisations have been

and chemicals '

issued by the Galgamuwa ASC and distribute them among_the member-farmers ini !
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time, during maha 1980/81 Subsidies worth of Rs' 30 000/- have been distributed

] r«ni ;ﬁrv,,r~:;~

among the "coconut growers in the area with the support of the Coconut

the officials of the Departments concerned with agricultural~devedopment.~ Each
Department has an.officer nominated tg handle the duties relating.to farmer, . .
organisations. The meetings are used as a forum to discuss the farmer . .. . ....
problems with the officials,__w“-

lowever,. any attempt to*replicate the Usgala model of small farmer organisab
tions seems to offer a number:of problems. Usgala appears to have recelved all
the necessary attention from the sponsors mentioned above and the local
officials, beingfthe'firstzéxeffecrive farmer organisations'infthe‘area.
Attempts:to set . up and develop several other groups: in the &ame ASC area have 3t
not met- with the same:degree. of success, It is likely that even the organisa-'"
tions at Usgala could have been more or less fallures, if they did not succeed
in sustaining the interests of the members by resolving a substantial portion
of current problems in their particular farming environments and in mitigating .
" the possible influence of middlemen (traders _and money lenders) The success
also depended very much on the extent to. which the organisations could approach
the public institutions which supply credit inputs, extension services,‘

*
marketing, and so on.

Another problem that may arise in an artempt to dupllcate thel"Usgala model"
is the fact that particular farming condirions at Usgala which facilitate group
farming ‘cannot be found in all the parts of the Kurunegala District, Usgala
comes under a major irrigation scheme. All farmers operate 3 acres or more
of paddy land. They have easy access to the banks and their repayment capacity
too is at a higher level the reverse of which is the case for farmers having .
smaller holdings worked under rainfed conditions or minor tanks, ’

Institutional credit schemes for paddy cultivation in Sri Lanka should ..
.1deally be a component of a package deal which has Ssome arrangement to ensure
the creditworthiness of farmers against such stumbling blocks as the non-viable
size of the paddy holding and the absence of an assured water supply. The fact

that those who are favourably placed with regard to. land and water resources

®
However, one leader of a small farmer organisation at Usgala stated that he had

to visit the Bank of Ceylon, Galgamuwa 30 times to get loans approved for 8
member farmers belonging to his organisatioh. 'This' was also a result of the
indifference expressed.by the.former manager of the:Bank, whose attitudes. were;
not favourable towards a group farming approach, Also, the leader had . o
dif ficulties’ {n° gaétting’ inputs From co-operatives for the cheques issued by =~~~
the Bank of Ceylon.
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also have easy access to bank credit is amply demonstrated by the findings of
this study. Under a stringent criteria for lendiné, elther a simplification of
loan application forms or a.better integration of credit with other relevant
aspects, and even group farming, will not be of much help in winning over more
small farmers into the institutional credit schemes unless and until their basic
problems, particularly with regard to land and water are looked after,

However, they do not fall within the purview of the Kurunegala Rural Develop-
ment Project and better be dealt with at macro level,
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:P:ovis;oﬁs have been made under thefprojgctstOfgrant*shorthterm?loans“fbr'%hé"
cultivation of subsidiary food cropsusuchgasfchillies;'cohpea,greeh\gramaﬁ”“?ﬁ
groundnut, onions; etc., up to.5 acres-of land in extent.: The procedure:and
interest rates are the same as those applicable to:paddy cultivation: loansi
Both these loans are known in banking circles as "cultivation loans." It is
cften difficult to obtain separate statistics on loans for other field Crops.
However, the figures supplied by the Bank of Ceylon will to a certain extent
explain the situation with regard to these loans. (Table 18).

Table 18:Lending for Other Field Crops by the Bank of Ceylon ~ 1977-80

Amount " Amount Outstanding Recovery as a
granted Recovered amount percentage; of
Year ' (Rs) (Rs), (Rs) . amount granted

- s

1977 756,538 413,722 342,816 54 ' .
1978 441,813 177,099 270,714 | 31 |
1979 116,351 73,035 - 43,316 63 s
1980 441,911 61,300 380,611 . 13 '

' The statistics in Table 18 show a reduccion of credit dist-rsements for other
field crops in 1979 when comﬁared,with the situation in the pre~project period.
45 in the case of paddy loans, this was mainly due to the restrictions imposed
on—eligibility-cohditioné. However, a relatively better recovery rate too is
'registered (in the year of 1979) suggesting that the majority of the borrowers
had the repaying capacity. In 1980, the disbursements increased againj but only

13 percent of the amount granted had been recovered by May 1981,

Some farms given'to the cultivation of other field crops are encroached crown
lands. Therefore, operators of such land are faced with the initial difficulty
of becoming qualified to apply for bank loans. The largest proportion of such
farms is located in the dry zone areas of the distriét and are rainfed. The
majofity of farmers borrowing from the banks at present grow these other field ®

crops on highland which they own or have obtained under leasehold arrangements.

Many of these other field crop growers go to the private traders, profess-
ional money lenders, and friends and relations, for loans. Chena crops such as

cowpea, green gram, onlons, and groundnuts are mostly grown in the maha season.
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Chillies and gingelly are grown during the yala season. The yala crop is
usually harvested immediately before the maha pad&§ cultivation. Loans obtained
froﬁ the private sector are repaid with the harvést. Some farmérs are able to
finance the mahka paddy cultivation with the proceeds of the sale of these

other crops. As in the case of paddy loans, here too the private sector

dominates.

'Théﬁﬁé}ket.fot these crops, especially.éubsi&iéfy fbod-érébs is almost
exclusively in the hands of the private trader. Public'seétof ofgénisations‘
like the Paddy Marketing Board and the Marketing Department have the necessary
wherewithal to purchase this produce but are often bypassed: by the farmers in
preference to the private traders not necessarily for the higher-prices they pay
but for the convenience of the transaction.  The need to settlé the loans too
counts, According to our oﬁservations,~ptiva;e traders pay & lower price than’
the Floor Price, especially during the peak harvesting season and in some -~
instances, traders are able to convince the farmers that the Floor Price is a.

sort of "controlled price" stipulated by the Government. In most remote

villages, the farmers were completely unavare of a "Floor Price Scheme,"

However, the cultivators are generally satisfied witﬁ the services offered by.

" the private tradgrs; including the price paid by them, and quite naturally look

to them for logps even at a higher interest.

Even the cultivators who borrow from the banks for oither field crops market .
their produce through private traders, leaving the banks with no other
alternative but to: rely on the credibility of borrowers for loan recoveries,
since the activities of the banks, as the lending institutions, have no.bearing

on the function of marketing these crops by ‘the state -institutions,



CHAPTER 5

| L°ANS=?93<CQC9NUT FERTILIZER .

P i s o .
ll . LS RIS -

The loan scheme for coconut fertilizer can be regarded as an important loan
scheme which came into operation just prior to the implementation of the .
Kurunegala Rural Development Project and gathered ‘momeritum with the implemen~

tation of this project.

Under the scheme, loans are giVen by the banks in pay orders to obtain
coconut fertilizer from the Government fertilizer stores. 640 pounds of
fertilizer are issued for an acre of coconut in accordance with the requirement
of lO_lbs, of fertilizer per tree, Loans are available for extents ranging

from } an acre to 50 acres. Loans should be repaid within a period of five( ,

years, and .a 2 yeer,grace period_is.allowed,: The. interest is 9%% per. annum.

payers or two persons earning a basic salaryiofdet least Rs. 520/~ per month,

The project enVisages to support the fertilizing of about 50,000 atres of .

. |
Borrowers have to. furnish two securities-usually in:the form of two income tax ‘
h el 4 Sty ; PHE i . |
\
coconut within the project period by providing loans worth Rs.40.5 million, 1In

\

fact loan operations by the ‘banks: in this regard started> in January 1980, and

-

up to 30th June 1981, the People's Bank: and the Bank of Ceylon have lent about -
Rs. 5> million, covering about 20,000 acres of cocoput. This is a substantial
achievement during the firet one and a, half .year of operation; . The scheme has .
undoubtedly enhanced the us Jof fertilizer in the coconut lands which have .
hitherto been poorly fertilized due to the constraints imposed by lack of _
capital as well as fertilizer, - However, the real test. of performance lies in
the increase in productivity and total production of coconut in the district
and in the extent to which the loan recoveries are made and the ability of the
scheme to sustain the present disbursement rate, We cannot forecast the
results of snch tests at this stage since it will take another ome or two

years for the scheme to have some impact on productivity, and a five year
period for the recoveries of at least the first series of loans to be completed.
Thus, our intention here is only to point-put certain operational features of

the scheme which need attention in the short-run. : )

Since the loan scheme is relatively new, the coconut cultivators have to be
made aware of the scheme, This itself involves certain amount of extension
work, As in the case of paddy loans, the Cultivation Officers perform this

task at present., But there are instances where the Cultivation Officers *
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themselves are not conversant with the procedural end;pther requirements
involved in tlie application process, creating stuﬁbling blocks between the
borrowers and bank officials. Banks too have at times developed an indifferent

attitude towards Cultivation Officers and coconut growers.ﬂ

A case in point is the experience of the Dunakadeniva Cultivation Officer
area in Udubaddawa ASC area., Of the large number of coconut cultivators in the
areé, only a few were aware of the fertilizer loan scheme, ::.The Cultivation
Officef‘(co) and the Divisional Officer (DO) organised a meeting in Septembér
1979, wﬁere the coconut cultivators and the Bank Officiais were to participate,
to let the cultivators know more of the loan scheme and to encourage them to
take advantage of the scheme, The CO and the DO experienced great difficulties
in getting dowrt the Bank Officials., However, after the meeting, §7 cultivators
in this CO area applied for fertilizer loans. Several visits made to the Bank
to get the pay orders were of no avail and even the intervention of the Member
of Parliament proved unfruitful, It was only after the bhureaucratic wheels in
Colombo were set in motion that the cultivators got the pay orders from the
Bank. This may be an cxceptional case, but it reflects the extent of the

hardships which the small farmers have to encounter,

Since the coconut cultivation is thriving in the wet parts of the district,
much of the lending activities for coconut fertilizer has concentrated in the
wet and semiwet areas such as Narammala, Giriulla, Kuliyapitiya, Ibbagamuwa,
ete, Bank managersAof these areas confirmed the predominance of the small
holders operating 2-3 acres of coconut land among borrowers, Earlier surveys
have found that the average size of coconut holdings in the wet parts of the
district is about 3 acres while in the dry areas it is about 2 acres (Hussain,
et.al., 1976; Gunawardana, et.ql 1981), making it logical to deduce that the

cultivators in dry areas too would make use of the coconut fertilizer scheme.

Nevertheless, according to the records of the banks, none of the coconut
growers in the dry areas such as Galgamuwa, Maho, and Melqiripura ‘has obtained
bank loans for coconut fertilizer. A plausible explanation is provided by the
rainfall pattern in the area, Greatest part of rainfall is in maha season,
when farmers concentrate exclusively on paddy and chena cultivation thus
invariably neglecting the coconut holdings. During the rest ofjthe year,
fertilizer application is meaningless. Also, fertilizer stores are located in
the southern wet zone areas, i.e., Kurunegala, Kuliyapitiya, Katugampola, and
Bingiriya, from where the transport of_fertilizer will definitely be a costly

operation for small holders in the dry areas, The Agrarian Service Centre or

the co-operative store, may be a more convenient place,
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Even in the wet zone areas, the:cultiﬁatbrs‘ﬁdkkihg én,holdings of %_?o_l
acre have not been benefited by the loan scheme. Sucﬂ'small holders are
traditionally less concerned with the use of fertilizer. A mere existedce of
a loan scheme would not motivate such people.to fertilize their coconut
stands, What will be needed is a comprehensive development plan with regard to
these very small holdings on the basis of a Home Garden Developmeﬁt Programme,

These aspects, however, are heyond the scope of this study,



CHAPTER 6

. LOANS. FOR TRACTORS
. T R TR o B
1he Rural Development Project also provides credit facilities _to finance’
medium—term loaris for the purchaae of about 200 four-wheel tractors  and- 500
‘two-wheel tractors during the project period, for the use of farmers.in:the
project area. The loans with an annuai interest rate of 14 percent are;
_ repayable over .a maximum of five yeats with bi-anhual inétalments., A down--”'
payment of 10-20 percent of the value of the. tractors is required. 1In:
addition to the guarantee of any two persons acceptable to the banks (mostly
two income tax payers),‘a lien is taken on the tractor. Applications for::

tractor loane are approved only at the Diatrict offices.:

loaned a substantial amount of money for the purchase of ‘tractors. As of

30th June 1981, both banks have lent over Rs 1l million” for four-wheel
tractors alone, and about Rs 8 million for two-wheel tractors, Roughly'ahout
150 four-wheel . tractors and 400 two-wheel tractors have been .sold under the:
‘loan scheme, up to 30th June . 1981 Thus, about .Rs 19 million have been. lent on
tractors alone, representing about 65 percent of total agricultural lending -
under the Proiect during the first two years of operation, Moreover, the . . -
lending for tractors in these years has exceeded even the total amount
allocated for farm machinery and equipment including sprayers, .. However, the. ..
Steering Committee of the Project decided in January 1981, to suspend the loan
scheme for four-wheel tractors. At the current rate of lending even the money

.......

allocated ‘for two-wheelers would be over by the end of 1981.

The impact of concessionary credit facilities for four-wheel tractors;is
controversial as far as their broader effects on employment income distribu=:
tion, wealth concentration, and contribution to agricultural productivity ;are.
concerned, lhis study is not preoccupied with such aspects. Nevertheless,
studies carried out elsewhere in Sri Lanka* suggest that the tractors are
underutilized to a great extent and adding new stocks resultsin (a) reducing
employment opportunities for poor groups in the countryside, (b) the concentra=

tion of wealth and social power with a few already rich people in the localities

concerned, (c) widening income disparities, (d) and above all having little or
no direct positive impact on ‘agricultural productivity.

For example, various reports published by the Research Team of ARTI/Reading
University on Farm Power and Water Use in the Dry Zone.
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According to our observations in the Kurunegala District _most four-wheel
tractors sold under the loan scheme have been acquired: either by large farmers-
cum-businessmen or full-time businessmen. Non-availability of funds to
make the down payment has eliminated the average farner from this venture, .
Purchase of four-wheel tractors can be treated as investment in agricultural
. machinery, but cannot be treated as a direct invéStmént‘ih'agricultural
development per se. Although the project édbisaged that the four-wheel
tractors would be used in agricultural operations within the project area
itSelf this has. not happened in practice. Most of the new fout-wheelers sold

e

under the lodn schéme are utilized for haulage purposeq (not necessarily to
'transport agricultural produce but to transport buildinp materials) If 1n hff
farming, it is mostly for threshing paddy‘ %ost tractor nwners dre now
reluctant to put their tractors into plouphinr,. A1l in 411, thie loan Bcliene
for four-sheel tractors has hclped rieither to overcome the seasonal scarcity o
of tractors in some areas of the district nor to develop the farming

conditions iu tiie project area.

Even the two-wueel tractors sold under the loan schemc havc been snatched
up b\ large farmers and ‘businessmen," However, they make a more direct
_‘contrioutron to agrxculture. It vas observed tuat the two-whcelers are used-
wostly for plouonrag paddy: laud and the transport of agrncultural produce.
These tractors havé:been sold mwstly in wet parts of the dlstrlct where more
smaller farms are iocated,: Even the smallest paddy plots can be ploughed

witi two-wheel ‘tractors, provided the farmer can afford the charges.

However, farmers have to rely on either buffaloes or four-wheel tractors
for threshing of paddy. Since the loan scheme for two—wheel tractors will v
also come - to an-end by the fall of’ 1981 or so, it is worthwhile exploring the
possibilities for: implementing a loan scheme Eor the purchase of buffaloes
(or improved neatfcattle) “Such a schene will help the small farmer even in‘
increasing costs of: traétot® chargés, ‘animal” powcr ‘Is going to be the best

possible alternative for the” small farmer 16 Hig draught power needs.
Y w"/',‘ :“\ : ki ('_! Trrtrttes Wy




CHAPTER 7
LOANS FOR SPRAYERS AND WATER PUMPS

Provisions have been made under ‘the project to finance medium~term loans for
about 1000 hand sprayers. Terms and conditions are thé?éame as those .
applicable to tractor loans. The Agricultural Development Authority cd;"
ordinates the’issue of sprayer loans with the help of the Cultivation Officers
and the officials of the banks. At the time of our investigation the total
cost of a sprayer ranged from Rs 750/- to Rs 1150/~, depending on the make.

Since the farmers face difficulties in getting sprayers on hire they would
welcome such a loidn -scheme, However, many farmers were unaware of th}s loan
écheme. In some areas, the Agricultural Develoéﬁent Authority has not been
able to make available the necessary abpiication forms. Still some Cultivation
Officers and farmers complaihed of misallocation of sprayer loans on political
and personal consideratiqns on the part of the officials concerned and the

prospective borrowers.

Despite these snags the Bank of Ceylon was able to lend about Rs 60000/~ for

‘about 55 sprayers up to 30th June 1981, The People's Bank has however, been

able to lend only Rs 11484/~ for 11 sprayers upto the same date,

Although a .ioan scheme for water pumps was not envisaged at project
appraisal, medium-term loans for water pumps are now being given by the banks.,
However, these lending activities do not come under agricultural credit activi-
ties of the Project. But, since the problems of water supply for farming are
acute in most parts of the district, the importance of including loan arrangem-
ents for water pumps in the Project's lending activities under the item of
"farm equipment"” cannot be overemphasised. ‘

At present the banks provide loan facilities for the purchase of water
pumps on the same conditions applicable to sprayer loans. The maximum amount
of credit per water pﬁmp is Rs 4,500/-, which varies depending on the individual
farmers' requirements, As in the case of sprayer loans, issue of loans for

water pumps too is co~ordinated by the Agricultural Development Authority (ADA).

Given the problems in farm~water supply in several areas in the district,
many farmers express willingness to buy water pumps under the scheme. Even
chena cultivators growing subsidiary food crops on encroached land would

benefit from such a schene., However, this scheme also has various problems
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similar to those of the loan qcheme for sprayers._ The relative lack of
avareness among the farmers of ‘the loan scheme and 1ts procedures, difficulty
in finding income-tax payers to stand as guarantors, delays 1n _processing of
applicatiohs and issuing the equipment, and irregularities on the part of
officials are some of the pressing problems that need attenticm.

U.-.

’
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CHAPTER 8

CONCLUSIONS AND POLICY IMPLICATIONS

8.1.Sdmm5ry

According to available statistics, the seasonal disbursement of paddy
cultivation loans under the project has so far been lower than that in the

prehproject era. At the same time, the figures suggest a better recovery rate

emanating from the limits imposed on eligibility conditions. Now, most of

those borrowing from the banks seem to be really creditworghy and having the
necessary repayment capacity, unless drastic crop failures occlif. Since the
Project aims at a viable credit scheme, this 1ndeed is a healthy sigh,

However, the decline ih the disbursement rate is rnot compatible with another

desired objective of the project : increased small farmer participation in the

loan 'scheme.

Some of the small farmers, especially the farmers in rainfed and minor
irrigated areas, run into risks in cultivation and they find it difficult to
repay the loans. Fear of being prosecuted in case of default, failure to
neet with the basic requirements laid down for loan applications, and the
incidental” expenses involved in the process of getting the loan make many
small farmers reticent about a bank loan, Formalities and cumbersome procedures
have dampened the interests of the farmers, making them look to private sources
for easy loans, The People's Bank has not yet simplified its application forms.

The project does not propose to improve the agricultural insurance scheme, and
the aspects of marketing of agricultural produce, which are in fact integral
parts of the institutional lending. However, only a small fraction of farmers
insure their paddy fields at present. Even in such cases payment of ‘
ihdeﬁnities are held up, at times due to acts of misdemeanour on the part of
officlals. The majority of the farmers look upon the Agricultural Insurance
Scheme as an additional burden imposed on them and it has not thus effectively
fuhétioned as a collateral for credit, There is no strong insurance fund at
the Agricultural Insurance Board level, and the indemnities paid in recent
years have exceeded the premia collected, Inadequacy of field level staff is .

also a problem.,

‘The speedy recovery of loans would have been better ensured, had there been

a comprehensive savings drive intended more towards this purpose. Recovery of
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. loans has also become difficult due to the fact thai the loan scheme has been
drawn up in complete ieolation af. the_marketingsaspectsswhich now concentrate
on the hands of private traders. In the eyes of the farmers, the Agro=Identity

Card has served no better purpose than merely that of an identity docutient ,

Co~operative societles still function as Jinstditutionali:.credit: sources,
especzally to the farmers in the v;llages far. away: from the main townships,' i
Nevertheless, hu co-operatives radual withdrawal- fromithe functiois of
agricultural development has re°ultcd in less and less: numbers of ‘farmers
becom-ng members of the co-cperativps. :This may be enother setback for the
small fa“m T particepation in institutional loan scheme for paddy cultivation,
Input supply and agricu1tural extengion are supposed to have been improved
subvte1tia11y thrﬁavh Project ae:xvitie However, at present there are -
problems vith teourd to both these aspects which make it difficult ‘for the 'small

farmers to get the re”rlrei inputs in time and the correct extension- advice,

The present bank cyedit e>ilin*f for various stages of paddycultivation
are ‘lnadequate to cover thu actual costs of such operations. Also, at present -
there is an uwjuuttfiable difference betuecen the credit cellings. for rainfed

and irrigatcd ureess earecially for land preparation and: fertilizer..-

There is a long felt need for a cadre of bank offitiais to function at

grass roots level offering their services both to the farmers and the banks,
. o . : R
specially in activities rclated to sgricultural credit, Although the

Cultivatiow Officers are not coaplete substitutes for such a cadre, they perform

an appreciable role in this contaxt, However, the banks have.no way of
knowing the credit needs of the Izzrars which make it difficult for: them to
prepare a lending programmg well in‘advance of the cultivation season.

u..

paddy fields of * ~ 5 acres in extent, the najo ity of them are deprived oflthe,

benefits of bank cx reddt while those’ operating largcr hoidings have easy access -

B H

to banks,.-thus neoating the Very ijective of such a loan scheme meant “to serve

TR TR 5 ¥
the smaller farmers.:- (RS

S B T T T T RO NS T

The above probler& are commo* to thc loan scheme fr; other field crops,-i,e,
subsidlary food crnoe too." 1he coccnut fertllizer loan scheme however, seems

to have recorded a substantial achilevement durlng the first year of operation.

The credit: disbursctfig has been extensive’ in’ tha wet parts of the district the”

: "‘i”(J)
major coconutigrowingtBFeal: Non-avii bility ‘of coconut fertilizer within

convenient distances posas a proticm for the cultivators in the dry areas.,

oY
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The loan scheme designed for tractors -has been .successful . in ‘terms;:6f -the -
target fulfilment but -has_not had ‘the desired- impact on-agricultural: :develop-
ment. Most of the four-wheel tractors had .gone into the hands of inon=": /s

agricultural entrepreneurs, and the tractors have -been used nostly: fop: haulage

.purposes.v Thus, the -Steering committee of the project.decided tio. suspénd ‘the

loan scheme for four-wheelers in January 1981 However, both fournwheel ‘and.

| Vtwo-wheel tractors alone took about 65 percent of the total valie' oficredit

disbursed under the project during the first two years of. operation. Thus, it
is apparent that.the banks have been motre concerned with less-risky, eaby-to-

manage, and less-costly credit operations.

.~Loan schemes for sprayers and water pumps which even tHe small farmers would
have -feadily joined have- fallen far below the expectations, Many farmers are

not simply-aware of these loan schemes. There have been instances of

misallocation and preferential treatment ia the issue of this equipment.

Recovery, of "loans on coconut fertilizer, tractors, sprayers, and water
pumps ‘should not pose serious difficulties, unlike in the case of short-term ‘
loans for paddy ‘and other field crops. However, even an interim judgement on
recovery of such loans is premature at this stage since it takes another: two or

thiree years to complete the recovery process.‘

8 2 Recommendations
a);R@coverywof:Overdue Loans’

i, The" present drive to recover the overdue loans has to be continued s0 as to
foster credit discipline among the farmers. However, all the defaulters
_should be allowed to repay the amount of borrowed capital plus the initially
stipulated interest, in a number of instalments. After paying back such

overdue amounts, they should be allowed to apply for fresh loans.
b) Loans, for Fuddy and, Other erld Crops -

i. A planned drive is needed to educate the farmers about the procedural
Tequirements. for bank loans. As a part of this, the mechanisms ‘and ‘the ’
benefits associated with the- Agricultural Insurance SCheme Agro-ldentity
Cards, savings accounts, Co-operative membership, etc., should be’ made
known to the farmers, An effective communication-cum—training programme in
this. context: should yield better results, Although the People s Bank hasl
already conducted some farmer ' training programmes in this regard, the Bank ‘of

‘N.\‘__”

Ceylon does not’ appear :to have: followed:suit, -



ii.

~iii. A proper link-up between credit for paddy and other field crops and marketing

iv,

vi,

50

‘The Agricultural Insurance Scheme as one component of a package offered to
the farmers needs reorganisation for ti->m to be convinced that insurance is

an effective way' for enhancing their creditworthiness. To win over more

~farmers to this scheme, proper assessment of crop damages and prompt payment -

of indemnities are indispensable for which a trained field level staff is

requited

of such crops is an fmportant prerequisite in a successful recovery

" programme, For example, it should be made obligatory for the borrower to

‘surrender a certain percentage of his produce to the Co—operative at the
,Government Floor Price, in order to cover a certain proportion of the loans
taken - from the institutions. This would be his first instalment of“ioan
recovery. The balance of the 1oan if any, could be repaid in about - two
instalments before the beginning of the next cultivation bedson: '
'Making improvements to the existing system of input supplies and agricu1~
tutal ektension may be neceSSary s0 as to enabie the cultivators of paddy
arid other field crops to use institutional credit in a most. efficient manner,

“:The complex and intricate paper work involved in the Jloan procedures of. the -

_People s Bank and the co-operatives should give way. to .a simple application

process. These institutions can look to the possibilities ofvstandardizing

their application form with that used by the Bank of Ceylon.A- :' |
If the appointment of a separate carde of bank officials‘at*village*level 1s
considered a difficult and costly venture, the Cultivation Officers (CO) and

“their assistants should be given a proper . training on loan application -

procedures and all extension work in relation to agricultural credit at.

?:village level. After such a training, the banks should also .be able:to.

vii,

obtain details of credit needs of each CO .area, well ahead of the.cultivation
season in order to prepare the ]endin programmes concerned

The present credit ceilings for paddy cu]tivation-both tho total cei]inr

per acre and the ceilings for each operation - should be increased, - Also;
tnere;is”no:regignale:fpr naintainingudifferentvcredit'ceilings'for'land
'prepnration_and fertilizer application, between rainfed and irrigated areas.
The present;oeiiing will have:te . be.increased up to Rs 1800/-, if at lenst
I? gs-,ri.-cent of the curreut production costs in-both rainfed and irrigated

areag is to be covered, :In-allocating credit for operations such aS'land:

...preparation, harvesting,:and threshiang, an.allowance should be ‘made for the

expenses incurred on incidentials such as food and victuals given to lifred

labourers,

B

\‘
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viii. A special organisational set up - preferably a gfoup approach - to serve the
small farmers in credit (and other production and marketing) matters deserves
consideration. This can be a long-term'dbjec;ive of Integrated Rural -

Development Projects.

e) Loans for Coconut Fertilizer

More of the loan schéme and its benefits need be knowm bothAby the coconut
cultivators and the Cultivation Officers. Efforts should also be taken to

' popularise fertilizer applicationsén’ coconut-lands in théiafyfﬁreas of the
district by miling fertilizer readily available in these areas. In such
eventuality theréfiS“séoﬁé“fdi‘cove:ing an acreage of abolit 20,000 in’
addition’ to the target of 30,000 acres set by the original project proposal.

d) Loans for Farm Equipment and Hachinery '
i. After coﬁbleting the® targets’ set for tfactor loans, much more emphasis has to
bé placed‘on loans for sptrayéfs and water pumps. o 7
1i, Should there be a loin §Chéﬁé5f0r¢farm-dtaught power in future, it should
explore the possibilities for implementing a loan scheme for the purchése of
buffaloed or improved neat“%&tile. Proper and adequate’ facilities for
breeding of these animalq ‘fieed to be established under the livestock
development programé of the Project, 7 i
iii, As in th: case of other loan schimes, the factor o7 awareness countshhgxé
too. . o -
iv. In case of sprayers and watér pumps, the rebayment should bé:qn small
monthly instalment basis, instead of large bi-annual ihstélmehts.
V. Adequate care should be exercised to ensure a more reasonable distribution
of sprayers and water pumps and to avoid unnecessary delays in releasing the

equipments, once loans are approved by the banks.
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APPENDIX l;FARMERS,INTERVIEWED~FOR THE_STUDY DURING JUNE,..1980 -MARCH 1981

Séfial

Number. of farmers

Yala Maha
No, A.S.C. area CO area Village 1980 1980/81
Semi-wet zone
1 ‘Dambadeniya Maravita Maravita 15 13
2, Narammala Medagoda - . Minikukula 15 15
3 Rambadagalla Delvita . Kitulwala 15 13
4  Kuliyapitiya Haggamuwa - Pahala-Haggamiwa 16 14
5 Udubaddawa 'Dunakadéniya Kumbukgahamulla 16 8
6 Nathagane Nathagane Walpola 15 12
Sémi-dry zone - |
Bingiri&a Brahamanayagama Oorapoththa - 15 12
Tharana Tharana’ Udawela 18:‘ 16
Madahapola Keralankadawala Imihaminegama 17 15
10 deeigane Amunukole Thelahera 15 14
S11 Nagollagama Nagollagama 'Moragollagama 16 15
12 Nikaweratiya - Nikaweratiya Balagollagama 16 =~ 15
13 Monnekulama  Monnekulama Mudaththawa 15 14
Dry_zone -
14 Ambanpola Ambanpola Ambanpola 15 16
15  Galgamuwa Usgala-Siyamba- Usgala 18 15
o langamuwa L _—
>16 _ Hahanannériya Mahananneriya  Mahananneriya. 14 10
‘Total No. of farmers 251 217




L

-

--No. of farmérs

A_ggggznc TO_PADDY LAND HOLDING

10.3

Holding.
sizes _ ; 5.0 & All size
Villages . (acres) 0-0.5 0:5-1,0 1.0-2.0 2,0-5.00 above - classes
Semi-wet zone ) S
Maravita 1 4 7 2 1 15
Minikukula 1 6 4 4 - 15
. Kitulwala 2 2 8 2 1 15
Pahala-Haggamuwa - 2 6 b - 16
Kumbukgahamiilla - 2 A 1 1 8
Walpola 3 2 5 3 2 15
Semi~dry zone ’
Oorapoththa 1 2 6 5 1 15
Udawela 2 6 9 1 - 18
Imihaminegama 5 4 3 5 - 17
Thelahera 1 4 3 6 1 15
Moragollagama - 3 6 7 - 167"
Balagollagama - 3 1 7
Mudaththawa 1 - 2 6
Dry_zome
Ambanpola 1 - 4 8 2 15
Usgala - - - 18 - 18
Mahananneriya - 1 1 7 5 ‘14
All villages 18 41 69 90 25 T 243
% of total 7.6 - 16,97 28.4 37.0 100.0
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APPENDIX 3:CLASSIFICATION OF SAMPLE: EARMERS. ACCORDING TO PADDY LAND HOLDING

"SIZE = MAHA 1980/81 SURVEY A o
Holding - = No. of farmers

o “islzes , 5.0 &  All size
Villages . (acres) = 0-0.5 0.5-1,01,0-2,0 2.0--'0_ {above “classes
Semi-wet zone _ ‘

Maravita 3 3 6 1 - 13
Minikukula 1 8 4 2 - 15 "
Kitulwala 2 5 4 2 - 13
Pahal a~Haggamuwa - 1 9 4 - 14
Kumbukgahamulla . - - 7 - 1 '8
Walpola : : - 1 9 1 1 12
Semi-dry zone

Oorapoththa | - 2 5 5 - 12
Udavela : 2 4 8 2 - 16
Imihamineghma ) 1 7 6 1 - 15
Thelahera - 2 4 8 - 14
Moragollagama 1 1 4 9 - 15
Balagollagama - 1 3 7 15
Mudaththawa - 2 1 7 4 14
Dry_zone | | |

Ambanpola 1 1 4 8 2 16
Usgala - - - 15 - 15~
Mahananneriya - 1 3 2 4 10
All villages 11 3 177 - T4 16 217

z Of total . . | 5'1 . 1800 o 35.5 ) 34'1 7-3

100.0
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APPENDIX 4 OFFILIALS AND PRIVATE TRADERS INTERVIEWED DURING: :JUNE, 1980 ~

a) Bank OFFlciaty -

MAY 1981

i.

b g,

iii,

v,

Ve

Vi *

) vii,
viii,
ix,

-Regional Manager and the staff, Regional Office,.People ‘st Bank,’ Kurunegala

District Nanager and the staff, District Office, Bank of Ceylon,:
Kurunegala e L o

[ A :A;:

Manager, People 8 Bank, Narammala
Managet, PeOple s Bank, Kuliyapitiya

Manager,, -People's Bank, Galgamuwa

Manager, Bank. of Ceylon, Kuliyapitiya
Manager, Bank of Ceylon = ASC branch, Wariyapolafp

Manager, Bank of Ceylon, Bingirdya «' '
nggger,ﬁgank of Ceylon, Pannala it

b) Lo-operatiVe Officials (Ctegit and Marketing Managers)

1.
ii,
iif,

iv,

kobeigane Multipurpose Cb-operative Society
Nikaweratiyad Mhitipurpose Co~operative Society
Galgamuwa Multipurpose Co-operative Society
bambadeniya Multipurpose Co-operative Society

c) Cultivation Officers

i,
ii.
ii4,
iv,
V.
vi,
vii,

Maravita viii, Amunukole

.Medagonda ix. Nagollagama

Delvita X. Nikaweratiya
Dunakadeniya Xi. Monnekulama

Nathagane xii. Ambanpola
Brahamanayagama xiii, Usgala~Siyambalangamuwa
KeralanKadawala xiv., Mahananneriya

Xv. Pannala

d) Other Officials

i.

ii,

iii,
iv.
Ve
vi,
vii,
viii,

Project Director and staff, Office of the Rural Development Project,
Kurunegala

Agricultural Officers, Assistant Director's Office, Department of
Agriculture, Kurunegala - ‘

Extension Officer, Department of Minor Export Crops, Kurunegala
Electoral Manager, Agricuitural Development Authority, Wariyapola
Coconut Development Officers, Dambadeniya and Galgamuwa

Assistant Commissioner, Department of Agrarian Services, Kurunegalé
Assistant Director, Agricultural Insurance Board, Kurunegala
Reglonal Manager, Paddy Marketing Board, Kurunegala
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e) Privite Traders . .
Number of .-
CO_area Village/Town . traders’ Commodities traded
i, Delvita Delvita . 1 .. Paddy & coconut
it, keralankadawala’"folééﬁangéda ‘ f; 1 . Paddy & subsidiary food
Tt Yo R TS -7 "crops. S
Cidd, Nathagane Walpola—Bamunakotuwa'_m_ .+ Coconut "
iv. Ambanpola *  Ambanpola - 3 Paddy & subsidiary food
" crops '

V. Mahananneriya Mahananneriya Subsidiary food crops

vi. Tharana Udawela Coconut

vii, Brahamanadyagama Oorapoththﬁ Paddy & coconut,

- W NN N

‘viii, Dunakadeniya _ Kumbukgahamulla . Coconut 4

ix. Maravita Muthdgaié—ﬂambadeniﬁa'f s Coconut & paddy

x. Medagoda Minikukula . . 15 iPaddy & codorut -
Total. Numbér of private traders » ' 17

cinds SR
; 1 =
Tnata
HERSTEbo!
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